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A Liberal Education 
On Investment and Finance 


ae the student, the investor, the business man—for you, there 
is a liberal education on investment and finance in the bound 


volumes of THE MAGAZINE OF WALL STREET and in 
the many books we publish. 


The authors are all practical men. Their ideas are those of 
experts. Their plans and methods are the worked-out results of 
costly experience. Their expressions are the clear, concise words 
of business men and not the studied verbiage of “literary lights’’. 


{Thousands of money-making ideas have appeared in THE MAGA- 
ZINE OF WALL STREET during its life of seven years. These ideas 
are all preserved for you in Volumes III, VII, VIII, IX, X, XI, XII, 
bound in green cloth, gold-lettered, $1.67 each, delivered. 


How completely these volumes cover the investment fieldjis shown 
by these chapter headings, picked at random from several volumes: 


“Stocks for Income”—‘“Building Your Future Income”—‘“In- 
vesting for Profit”——“Making Idle Bank Balances Pay”—‘“Harri- 
man’s Methods of Investment”—‘“Selection of Growing Stocks” 
—‘“Ear Marks of a Worthless Stock”—“Rules of a Successful 
Speculator”—“When to Buy and When to Sell.” 


Among our books are: 

What an Investor Ought to Know. By Frederick Lownhaupt. Cloth 
bound, 160 pp., $1.06 delivered ; an explanation of the basic principles of bond 
investment that will clear much uncertainty from the investors’ minds. 

Investing for Profit. By G. C. Selden. Cloth bound, 170 pp., with dia- 
grams, $1.06 delivered ; showing how investments in stocks and bonds can be 
made to return reasonable profits, as well as interest. 

Fourteen Methods of Operating in the Stock Market. Leather bound, 
pocket size, 160 pp., with diagrams, $1.04 delivered, which is “short” on theory 
and “long” on experience, giving the tried and tested methods used by vari- 
ous experts in their market operations. 

Studies in Tape Reading. By Richard D. Wyckoff. Leather bound, 192 
pp., $3.06 delivered; an explanation of the methods employed by scientific 
tape readers in judging the stock market. 


And others on a wide range-.of investment topics. 


If you are looking for information on any financial subject, mention it 
to us, and our investment experts will tell you where to find it. 
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ALFRED H. SMITH 


The New President of the N. Y. Central Railroad. 


He was promoted from the Senior Vice Presidency on Jan. 
1 to succeed William C. Brown, who resigned. Mr. Smith has 
risen from the ranks of practical railroad men. His first job was 
that of a messenger boy for the Lake Shore Railroad at Cleve- 
land in 1879. He is 49 years old. 
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Current Financial Opinion 
The Up-to-Date Thoughts of Wide-Awake Thinkers 


“Happy New Year” 
Talks by Financiers. 


Y way of ushering in the New Year 
auspiciously, many newspapers 
collected the opinions of bankers 

and business men as to the prospects for 
1914 in trade and finance. The opinions 
of local business men at such times are 
likely to reflect the “booster” spirit to 
such an extent that they cannot be re- 
lied upon as a faithful analysis of con- 
ditions. 

To a lesser extent this may even be 
true of the interviews with the great 
national leaders in industry and finance. 
No man likes to be a “knocker” if he can 
conscientiously avoid it. Yet many are 
both frank and cautious in stating their 
opinions and the reasons therefor. 

Daniel G. Reid is a man who gener- 
ally appears in the public print by rea- 
son of his deeds rather than his words. 
In fact, he is almost a sphinx in his si- 
lence toward newspaper scribes. But 
under the mellowing influence of the 
New Year he broke his customary taci- 
turnity : 

We are now in the midst of a business and 
financial depression, the underlying causes of 
which have been world-wide. There is cer- 
tainly a general hesitation to embark in new 
enterprises or to depart in existing commit- 
ments from the most conservative limits until 


~ yo perspective is more sharply de- 
ne 


The halt, however, is only temporary. 
Business is rapidly adjusting itself to the new 
tariff law, and the new currency measure 
possesses many features of merit. 

What is most needed by business men is a 
helping hand at Washington and from the 
lawmakers of the several states. The hope is 
now being held out that before long the needs 
of business men will be better understood 
and their interests more carefully guarded by 
those who make laws. 

If this is true, trade will not continue to 
languish or the country’s energies to falter. 
Give business men the assurance that they 
are hereafter to receive their share of execu- 
tive and legislative protection, and with the 
courage and enterprise which is typical of the 
American spirit they will turn once more to 
the development of the enormous resources 
of our wonderful land. 

+ - 7 


Mr. Farrell Is 
Not Discouraged. 


AMES A. FAKKI:1.1. President of 

the U. S. Steel Corporation, made 

the following remarks at a New Year’s 

banquet. You can make some allow- 

ances on that score or not, according to 
your temperament and point of view: 

I won’t make any general statements or 
discuss the tariff. I will say, though, that I 
regard business prospects as bright. They 
are good in Pittsburgh. The Steel Corpora- 
tion has spent $16,000,000 in the Pittsburgh 
district in the last two years, and more opera- 
tions are under contemplation. 

John Wanamaker’s remarks below 
were made without the influence of con- 
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vivial associations. It is likely that they 
summarize the feeling of many other 
business men: 

I do not think that the changes in the tariff 
schedules have thus far affected business seri- 
ously. The crux of existing business condi- 
tions is to be found in monetary legislation. 
A stupendous responsibility rests upon the 
President in selecting men for the Federal 
Reserve Board. The assurances of the Pres- 
ident and the Attorney-General as to the fu- 
ture dealings with the corporations operatin 
under the Sherman law have done muc 
toward restoring confidence. “There is not 
much more room for shrinkage of values. 
The recent failures are not an index of gen- 
eral trade conditions. 

* * * 

A Symposium of 

Leading Bankers. 
WE have compiled from various 
sources a symposium of the 
opinions of prominent bankers in all 
sections of the country. There is natur- 
ally a good deal of similarity in their 
statements, yet there is enough differ- 
ence and enough local color to make the 

summary worth while. 

For example, out of twenty-one bank- 
ers and business men quoted in the an- 
nual review of the New York Evening 
Post, nine thought that 1914 would wit- 
ness a business revival, nine said it 
would not, and three were unable to de- 
cide; eleven confidently predicted easy 
money, seven thought rates would con- 
tinue high, and three were non-commit- 
tal. Railroad presidents, however; were 
almost unanimous in the opinion that 
business for 1914 would not be as good 
as in 1913. 
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THAT ANGERED WILSON. 


This was the picture on the menu cards at 
the “Carabao” banquet. 


CARTOON 


WALL STREET. 


Eastern Bankers 
Conservatively Cheerful. 


William A. Gaston, President National 
Shawmut Bank, Boston: I look for a re- 
vival of trade during 1914. I believe that 
the enactment of the new currency law will 
help to reassure the public. I think that 
rates for money are likely to decline after 
the first of the year. 

Franklin National Bank, New York: The 
recession in business which is now taking 
place is not really large in its proportions, 
although it is altogether likely that it will 
continue for a considerable while. The in- 
creasing number of idle men must shortly 
affect the retail business, which has suffered 
but little up to this time. Should the prin- 
cipal railroads be allowed to make some 
freight rate increases, new activity in rail- 
road buying will increase tremendously. 
This would bring about a re-employment 
of the idle labor in railroad and heavy man- 
ufacturing lines. 

Fourth National Bank, New York: The 
enactment of the new currency act on De- 
cember 23, was a development of the high- 
est importance, which will unquestionably 
have a beneficial influence upon the whole 
business and financial world. Another de- 
velopment of immense significance is the 
indication that a better understanding has 
been reached between corporation mana- 
gers and the authorities concerning the at- 
titude of the Federal Government toward 
the enforcement of the Sherman anti-trust 
law. It is believed that in the near future 
the confidence of the investment classes 
will be very largely restored. When this 
comes about the people will take on their 
accustomed enthusiasm and less will be 
heard of the forebodings of those whose 
view is provincial and not calculated to 
take in the changed conditions resulting 
from the very extraordinary happenings of 
the last three weeks. The general outlook, 
therefore, is reassuring. 

Darwin P. Kingsley, President New 
York Life Insurance Co., New York: 
Trade, generally speaking, in my opinion, 
will be depressed during 1914. I look for 
easy money in 1914 in Wall Street, and a 
high return to investors purchasing long- 
time securities. Whatever the buyers of 
bonds issued to fund the maturing short- 
term obligations of corporations may real- 
ize, the corporations issuing these bonds 
will have to pay somewhere near 6 per 


cent. 
* - * 


Sentiment in Chicago 
And the Northwest. 


George M. Reynolds, Chicago: ‘The in- 
dications are that the volume of business 
in 1914 will be somewhat more moderate 
than in previous years, and the downward 
tendency will be accentuated unless the 
railroads are permitted to increase rates 
to a point where it will be possible for 
them to re-enter the markets for labor and 
materials. In the next three months money 
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FATHER KNEW BEST. 


Before they taste it the boys don’t like the 
Currency Bill porridge, but there is a sudden 
change in sentiment after the bill is passed. 
says 
Chicago Daily News. 


“I love to hear their gleeful chatter,” 
Wilson. 





should work: easier, and should be more 
plentiful throughout 1914 than during the 
year drawing to a close. However, there are 
no s‘ans of cheap money in the near future. 


David R. Forgan, Chicago: I think the 
immediate effect of the new banking and 
currency law will be a restriction of credit, 
particularly in the centers. When it is all 
over, and the change has been made, if it 
is made, I believe there will be danger of 
an undue expansion of credit. 


James B. Forgan, Chicago: In too many 
cases borrowers have been unable to make 
their annual clean-up with their banks, have 
required too many renewals, and in some 
cases have had to arrange for definite ex- 
tension running into 1914. Business is ad- 
justing itself gradually to new conditions 
established by the tariff, and if the cur- 
rency law works satisfactorily, general con- 
ditions will be promptly restored and pros- 
perity re-established. 


George B. Caldwell, Vice-President Con- 
tinental Trust and Savings Bank, Chicago: 
The immediate effect of the new. banking 
and currency law will be helpful. It will 
facilitate the general movement of credit. 
The Federal Reserve Board can take care 
to avoid or prevent expansion. I look for 
easy bea 

F. "President of the First Na- 
tional Bee of Minneapolis: December 31 
ends a prosperous year in Minnesota, Mon- 
tana and North and South Dakota. Good 
crops of wheat, corn, oats, barley, flax, hay, 
and potatoes have been harvested at lower 
than usual expense, and prices have been 
fair. General business in this section aver- 
ages well. Some indications of increase in 
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unemployed men and a lower scale of 
wages in the lumber industry and the min- 
ing district are evident. Currency bill will 
help banking and all other lines of business. 


National City Bank of Chicago: The 
outlook for the new year depends very 
largely on the attitude of the Federal Gov- 
ernment toward the great industrial and 
business interests, which during the last 
six months have undergone a period of ex- 
ceptional strife, unrest and misgiving. 
Business men must be encouraged and in- 
vestors must be reassured if the story of 
the new year is to be different from that of 
1913—and the whole country is hoping that 
it will be. Nineteen hundred and thirteen 
was long on politics and short on confi- 
dence; now, if the country is given half a 
chance the process of recovery will be swift 
and certain. Many of the basic industries 
are still much depressed, and in compari- 
son with the conditions existing at the 
opening of 1913 the volume of orders has 
been very largely reduced. 


* * * 


Conditions in Detroit 
Exceptionally Good. 


Emory W. Clark, President of the First 
National Bank of Detroit: The country is 
now emerging from uncertainty. Good 
concerns ought to do as well if not better 
than last year. In Detroit trade conditions 
have been and are considerably better than 
throughout the country generally... Bank 
clearings for the year total $1,331,000,000, 
an increase of 18.09 per cent. over 1912. 
The number of unemployed is no more than 
usual at this time of the year. The strong 
automobile companies have done a larger 
business during the past six months than 
in any other similar period in their history. 

George H. Russell, President People’s 
State Bank, Detroit: We look hopefully 
for a revival in general business in the 
early spring, for the reason that our mer- 
chants and manufacturers have purchased 
most conservatively, and hold smaller 
stocks than usual. After this gradual liqui- 
dation may be seen. Money will doubtless 
be plentiful, and lower interest rates are 
likely to obtain. The volume of business 
here is equal to that of last year, and man- 
ufacturers are generally optimistic. 

National Bank of Commerce, Detroit: 
Conditions are basicaliy sound with no 
crisis confronting the country and with 
easier monetary conditions in sight pro- 
vided that the readjustment to the Federal 
Reserve Currency law does not prove too 
unsettling, and that ‘is not anticipated. 
The new tariff has not encouraged impor- 
tations of manufactured wares to any ap- 
preciable extent because of the fact that 
American manufacturers are protecting 
their home market by cutting prices, which 
in turn means lower profits, lower wages 
and a lessened purchasing power by the 
people generally. On the other hand, man- 
ufacturers are using every endeavor to in- 
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crease the efficiency of their concerns by 
the introduction of every possible labor 
saving device and economy, ° 


Joseph G. Butler, Jr., Youngstown, Ohio: 
The consensus of opinion among iron 
and steel people appears to be that political 
and economical conditions are so uncertain 
that no definite prophecy can be made as 
to when business will return to its normal 
volume. Estimates as to when such re- 
sumption will take place run all the way 
from April to October next. The volume 
of business from a tonnage standpoint, I 
believe, will be reasonably satisfactory, but 
at low prices and a small margin of gain. 
Manufactured stocks are low both in the 
hands of jobbers and consumers; prices 
have surely touched bottom, and any 
change in the immediate future will be for 
better prices. 

* * * 
“Gen, Optimism” is in 
Command in the South. 


S. Davies Warfield, President of the Con- 
tinental Trust Company of Baltimore and 
Chai of the Seaboard Air Line Rail- 
way: The business world awaits the policy 
of the national Administration toward large 
business corporations, and the early deter- 
mination of the question of adequate rates 
for the railroads. These two problems out 
of the way during 1914, an abnormal pres- 
sure to supply requirements must result. 
This cannot be met from stocks of finished 
goods, which are generally below normal. 
It means the quickening of industry and a 
rise in the volume of production; it means 
that business men can put into execution 
plans for the further development of their 
business. 


W. J. Morrison, President Atlanta Trust 
Company, Atlanta, Ga.: We do not look 
for trade revival until investors are con- 
vinced that the Government intends to help 
the railroads and large business interests. 
General conditions in this section are 
sound. 

Robert J. Lowry, President of the Lowry 
National Bank of Atlanta: During the past 
year the banks and merchants of this sec- 
tion have had a satisfactory business, and 
as a general thing are hopeful and optimis- 
tic. The legislation already enacted, 
think, will not hurt our section, although 
the tariff law may seriously affect the busi- 
ness of our factories. I believe that any 
further agitation at this time of measures 
which might affect the business life of the 
nation would be ill-advised and work a 
hardship. n 

President Frank Hawkins of the Third 
National Bank of Atlanta: The Atlanta 
banks paid their loans in New York at 
least sixty days earlier than has been cus- 
tomary in the past, and their deposits are 
now more than $5,000,000 in excess of their 
previous highest record. The tendency of 
our people is toward conservatism and 
economy. As a whole, py. com- 
mercially, and financially, the outlook in 
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the Southeastern section is exiremely bright 
and + 


arding, President of the First 
National Bank of Birmingham: A cheerful 
feeling obtains as to the outlook for the 
future, and we look for gradual improve- 
ment with buoyancy in the fall, provided 
the next crops are good.. At present labor 
is fairly well employed, and the new cur- 
rency and banking law has stimulated ef- 
fect on public sentiment. 


Sol Wexler, Vice-President of the Whit- 
ney Central National Bank of New Or- 
leans: The business outlook for the com- 
ing year in the Gulf States is, in my opin- 
ion, decidedly favorable. This opinion is 
baced upon the belief that operations in all 
lines are being carried on upon sound and 
conservative basis, and that the natural ad- 
vantages of this section of country are 
coming into greater prominence and gen- 
eral notice than ever heretofore. 


John B. Pirtle, Vice-President Louisville 
Trust Co., Louisville, Ky.: We do not look 
for easy money next year. The demand 
for money will be great all over the civil- 
ized world, if there is world-wide peace. 
If conditions in this country remain as 
now, corporation borrowers would proba- 
bly not be able to fund maturing short- 
term obligations into long-term bonds, ex- 
cept at a high rate of interest. 

H. M. Van Zandt, President Fort Worth 
National Bank, Fort Worth, Tex.: I re- 
gard the general outlook for the new year 
as good, in fact, it seems to be the best 
that we have had for several years. There 
has been no effect from the enactment of 
the new currency law perceptible as yet. 
We are hopeful of good results from it. 


“THAT SETTLES ONE CROAKER!” 
Philadelphia Ledger. 
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Varied Views in 
the Central West. 

Mechanics-American Bank, St. Louis: 
The slowing down of business, which has 
been prevalent in the country of late, has 
not yet become a factor of great importance 
in the Southwest. Many factories are go- 
ing slow and much less money is being 
spent in this locality for railroad improve- 
ment work than usual. There is no doubt 
but that underlying conditions are excel- 
lent, and the increased acreage for winter 
wheat, with the splendid progress made by 
the crop thus far, suggests an unusually 
strong undertone for things in general. The 
situation is easily one where conditions 
may improve speedily on the development 
of so highly encouraging a factor. 

Thomas H. West, Chairman of the Union 
Trust Company of St. Louis: Great as has 
been the feeling of relief over the reforma- 
tion of the currency, we are still confronted 
with a most serious menace to prosperity 
in the situation of the railroads. Prosperity 
cannot go forward to any great extent un- 
less the railroads are prosperous. They 
must be allowed to earn money in order to 
establish a credit on which to borrow 
money. 

Graham G. Lacy, Vice-President Tootle- 
Lemon National Bank, St. Joseph, Mo.: 
Trade recovery during 1914 will necessarily 
be slow. We are confronting many mo- 
mentous changes and capital will undoubt- 
edly be slow to take on new enterprises. 
We can hardly look for easier money until 
plans in the making have been worked out 
to completion. The transition from the old 
to the new system will undoubtedly induce 
caution on the part of bankers and a cur- 
tailment as far as possible of commitments 
until the actual working of the scheme is 
demonstrated. 

E. F. Swinney, — +e First National 
Bank, Kansas City, Mo.: I do not look 
for any great trade Ba during 1914. If 
the West has good crops it will have more 
or less business activity, but with the con- 
ditions governing at ‘ashington, the cer- 
tainty as to new legislation and the uncer- 
tainty as to what it will be, will, in my 
opinion, retard business greatly. I look 
for a stiff demand for money with a firm 
rate. 


J. W. Perry, President of the Southwest 
National Bank of Commerce of Kansas 
City: Wholesale and retail business rather 
slow past six months, now showing im- 
provement. Collections are slow. Pros- 
pects are excellent for largest wheat acre- 
age ever planted. Real estate transfers 
showing increase. Large business interests 
anticipate easier credit conditions. 

Arthur Reynolds, President Des Moines 
National Bank, Des Moines, Iowa: Now 
that the terms of the new banking law 
are definitely known, I believe that for a 
time there will, be some hesitancy in busi- 
ness, awaiting’ the adjustments that will 
take place. It would seem, from the ease 
with which commercial credits may be 














A SUGGESTION TO THE POLITICIAN. 
Leslie's i’ eekly. 





liquified under the new law, that, after a 
little time has passed, we may reasonably 
expect business to return to at least a nor- 
mal condition with a possibility of some 
inflation. I do not look for any easement 
in rates for money during the next few 
months. However, when the Federal Re- 
serve banks are organized and rediscounts 
become available, a material change in financial 
conditions may occur later in the year. 

A. V. Hunter, President of the First Na- 
tional Bank of Denver: The volume of 
trade is steadily increasing, and merchants 
in all parts of the State are increasing 
their stocks of goods, which hitherto have 
been restricted to as small a quantity as 
was compatible with successful operations. 
Business is generally improving, and we 
cannot foresee any interruption of that 
progress. 

George B. Berger, President of the Col- 
orado National Bank, Denver: Colorado 
business houses are not overextended, and 
although trade has not been active for some 
time, collections have been fairly easy con- 
sidering the general conditions. Now that 
the uncertainty pending the passage of the 
currency bill is over, I look for a gradual 
revival of business. 

J. H. Millard, President of the Omaha 
National Bank: Money is in strong de- 
mand; rates are high and likely to continue 
so. Effect of tariff change likely to work 
unfavorably later on The effect of the 
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currency bill will be good or bad, depend- 
ing entirely on whom the President ap- 
points to fill the five places at Washington. 

C. T. Kountze, President of the First 
National Bank of Omaha: We look for 
a contraction of trade in this section. Em- 
ployment of labor is being well maintained, 
but credits are being restricted and collec- 
tions not satisfactory. We look for a con- 
tinuation of the contraction in credits as 
the result of the new banking law. and be- 
lieve that this condition will exist during 
the coming year. ‘ 

7 * * 


Pacific Coast Looks 
For Trade Revival. 


F. L. Lipman, Vice-President Wells 
Fargo Nevada National Bank, San Fran- 
cisco, Cal.: We have reached the point in 
the economic cycle where the over-invest- 
ment of liquid capital in fixed forms has 
resulted in a depletion of liquid capital. 
Recovery can only come through continued 
liquidation and saving. The whole civil- 
ized world is in the same position, which 
fact, whether a coincidence or not, helps 
us to distinguish between basic causes and 
other causes, dismissing influences peculiar 
to this country, such as tariff reform, cur- 
rency legislation, and Government control 
of big business. If this diagnosis is cor- 
rect, we must pass through a period of in- 
dustrial depression marked, as usual, by 


unemployment and discouragement. It may 
be that in the end this will have some in- 
fluence in driving more people back to the 
farms and so modifying the cost of living. 


The most hopeful feature in the business 
situation would appear to be the fact that 
liquidation has already advanced material- 


“ENOUGH IS PLENTY.” 
Philadelphia Ledger. 
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ly, that most lines of industry concerned 
with what economists call “consumers 
goods,” are in a sound condition; that al- 
though railroads and the other great utili- 
ties lack needed supplies of capital, legiti- 
mate business is not over-expanded. 

Frank B. Anderson, President of the 
Bank of California: Conditions prevailing 
in this section are encouraging for a pros- 
perous new year. The volume of trade 
has been about the same as last year, al- 
though stocks on hand are low and condi- 
tions have not been such as to encourage 
new enterprise. Security values have 
shrunk materially, and it is not possible to 
finance our larger corporations except on 
short-term notes. 


William H. Crocker, President of the 
Crocker National Bank of San Francisco: 
Owing to the fact that California has al- 
ready had this year very abundant rains, 
the outlook for the coming year is good, 
and the volume of trade bids fair to ex- 
ceed that of several previqus years. The 
conditions of employment at the present 
time are unfavorable, and we have large 
numbers of unemployed. 

J. M. Elliott, President of the First Na- 
tional Bank of Los Angeles: In Southern 
California, of which Los Angeles is the 
commercial center, the outlook is good 
Our winter rains are so far abundant and 
have come most opportunely. The volume 
of the holiday trade has been about that 
of last year, when, to keep pace with the 
increase of population, it should have been 
probably 8 or 10 per cent. greater. 

E. W. Andrews, President of the Seattle 
National Bank: With most local condi- 
tions favorable and the banking, commer- 
cial and industrial interests now holding- 
ing the belief that the currency law is fun- 
damentally sound and will be helpful, we 
cannot but feel that after allowing time for 
readjustment under the new system the 
coming year gives promise of much im- 
provement and that legitimate business 
should prosper. 

P. C. Kauffman, Secretary Washington 
Bankers’ Association, Tacoma, Wash.: 
The general impression of bankers and 
business men of this section is that the 
year 1914 will show a decided revival of 
business activity as soon as the country 
adjusts itself to the new tariff law. The 
entire Pacific northwest looks to the open- 
ing of the Panama Canal as the harbinger 
of a new era of business prosperity. 


A. L. Mills, President First National 
Bank, Portland, Ore.: Conservatism prob- 
ably will be the governing influence during 
the coming year, or at least, until the busi- 
ness world has practical knowledge of the 
work of the tariff bill and the proposed new 
currency law. The most hopeful feature of 
the business situation in this section is the fact 
that crops were abundant last year and 
prices satisfactory, with no indication of 
anything different in 1914. 


J. C. Ainsworth, President United States 
National Bank, Portland, Ore.: I look for 
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a gradual trade recovery during the year 

1914, which under favorable conditions will 

require a year’s time to return to normal!. 
* * . 


The Railroad Men 
Pull Long Faces. 


T would be almost too much to ask the 
railway presidents to predict any 
great or immediate prosperity for their 
roads while the application for increased 
rates is pending before the Interstate 
Commerce Commission, even if there 
were any basis in sight on which to found 
such predictions. With gross and net 
earnings falling off as they have been 
recently, it is about as hard to extract 
cheer from a railroad man as juice from 
a turnip. ' 

Among those who have recently pre- 
dicted smaller earnings in 1914 than in 
1913 are: 

W. C. Brown, ex-President New York 
Central. 

A. H. Smith, President New York 
Central. 

L. F. Loree, President Delaware & 
Hudson. 

E. P. Ripley, President Atchison, To- 
peka & Santa Fe. 

F. D. Underwood, President of the 
Erie. 

F. A. Delano, President of the Wa- 
bash. 

S. M. Felton, President Chicago Great 
Western. 

Victor Morawetz, Member Executive 
Committee, Norfolk & Western. 

C. E, Schaff, President Missouri, Kan- 
sas & Texas. 

Ralph Peters, President Long Island. 

E. Pennington, President Minnea>olis, 
St. Paul & Sault Ste. Marie. 

A few express qualified otimism. 
President Harrison, of the Soxthern, 
says that “the present outlook for rail- 
way business in the Southeast in 1914 is 
favorable.” Newman Erb says, “I find 
that there has been no serious recession 
in business in the Northwest.” Presi- 
dent Johnson, of the Norfolk & Western, 
straddles the situation thusly: 


If the Interstate Commerce Commission 
grants the application of the railroads for 
an increase in rates, I have no doubt that 
—~ aaa nee will be better in 1914 than in 


And B. F. Bush, of the Missouri Pa- 
cific, summarizes his opinion as follows: 
My opinion- is that for the first few 
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months of 1914 the volume of business will 
probably not be so great as it was for the 
corresponding months of 1913. The de- 
termining factors as to the remainder of 
the year will be the then crop conditions 
and prospects, the trend of legislation, and 
the ability of the railroads to make n-ces- 
sary purchases which will greatly contrib- 
ute to a revival in general and industrial 
activity. 
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CURRENCY BILL UNDER THE 


MISTLETOE. 
But Wall Street seems to hesitate. 
New York World. 


MISS 





A Change of Heart on 
New Currency Law. 


T° the superficial observer, it looked 
as though most bankers had noth- 
ing but curses for the new law before it 
was passed, but joined in a universal 
hymn of praise after it was passed. 
This, however, was not strictly true. In 
the first place, important modifications 
in the bill in the Senate and in Confer- 
ence Committee removed the objections 
of many bankers to it. Again, those 
who were opposed to it naturally did all 
their talking before it was passed and 
kept silent after the die was finally cast. 
And third, the general feeling was that 
it was the patriotic duty of all bankers 
to refrain from throwing any obstacles 
in the way of a fair trial of the new 
system. 
J. G. Cannon, Paul M. Warburg, Fes- 
tus J. Wade, Newton D. Alling and 
others spoke of the new law in terms of 
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warm praise. W. C. Cornwell justly 
summarizes the benefits of the law: 


Three great benefits are brought to the 
country by the measure, First: the re- 
serves, heretofore scattered and useless ex- 
cept as weak individual defences in case of 
panic, are piled up at a few, instead of 
many points and, under one control, will 
serve as efficient brakes against disaster. 
Second: the millions of good, commer- 
cial paper, heretofore compelled mainly to 
to be held useless in bank vaults until ma- 
turity, are now rendered promptly nego- 
tiable. Third: An elastic currency is cre- 
ated, intended automatically to respond to 
the legitimate demands of sound business, 
abolishing forever the annual crop-moving 
money-squeeze and the alternate summer 
surfeit at the great cities. 


* * * 


“A Business Man’s Law.”— 
Henry Parker Willis. 


M™® WILLIS, the expert who aided 
the House Banking and Currency 
Committee in the original preparation of 
the bill, and who contributed to THE 
MAGAZINE OF WALL Street the best and 
most authoritative advance analysis of 
the workings of the Law that appeared 
in any publication, recently summed up 
the final result in the Journal of Com- 
merce. Even if present business meth- 
ods are adhered to, he says, trade and 
industry will greatly benefit, for this is 
“a business man’s law,” not merely a 
bankers’ law. But, he continues: 


The community will not gain the greatest 
advantage from the measure if it adheres 
merely to established types of operation. 
The new act provides for the creation of a 
true discount market, such as has existed for 
many years in every European country. 
This means that every merchant*of estab- 
lished local credit may in future count upon 
a free sale for his paper throughout the re- 
serve district in which he is situated, and 
to a somewhat lesser degree generally 
throughout the country. 

If there is capital to spare—unemployed 
and seeking occupation—he may expect 
that, through the general sale of bills under 
the new system, such capital will be avail- 
able for the purchase of his paper and will 
be so employed. By the judicious use of 
the acceptance, the local bank will be en- 
abled to facilitate the movement of goods 
into and out of the country, and will at 
once make the utmost of its own capital 
and at the same time enable its clients to 
gain the widest employment for their own 
resources. 

The net result of these various influences 
should be (1) considerable reduction in av- 
erage rates of interest on commercial paper 
throughout the United States; (2) very 
great reduction in the rates in certain sec- 
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tions remote from commercial centers; (3) 
stability and certainty in distribution of 
credit; (4) creation of new and more con- 
venient types of paper. 

ECONOMY OF GOLD. 


A less direct, although most important, 
aspect of the new law in its relation to 
business is seen in the economy of gold 
that will be effected under it. The act 
makes a very great reduction in reserve 
requirements and will release a great vol- 
ume of money after all new needs for the 
reserves of the Federal reserve banks have 
been complied with. 

That this will produce some danger of 
inflation during the transition period—a 
danger that will need to be carefully 
guarded against by the best sense of the 
banking community—is evident. After that 
period has been passed the reduction in 
the amount of gold that must be carried con- 
stantly in bank vaults will really be far- 
reaching. 

The United States has for many years 
been obliged by its antiquated banking 
methods to use much larger gold reserves 
than any other country in the world in pro- 
portion to business done. This was as 
much a waste as any other unnecessary 
employment of capital. It meant that the 
actual cost of operating a bank, which had 
to be recovered from borrowers in interest 
charges, was gfeater in proportion to the 
enlarged expense of carrying an unneces- 
sarily high reserve. This cost in turn was 
heightened in times of panic by the very 
great expense that had to be incurred for 
the sake of getting more gold with which 
to build up the reserves when the latter 
had been depleted. 

By lessening this important item of cost 
in banking and by reducing the exceptional 
and sporadic elements of cost growing out 
of panic conditions from time to time, re- 
ductions of interest rates will be rendered 
feasible. 
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Sir George Paish Predicts 
World-Wide Benefit. 
A’: a result of this increased economy 
in the use of gold, the London 
Economist concludes that the beneficial 
effects of the new currency law will ex- 
tend to other commercial nations as well 
as to the United States : 

Gold held will be made to perform a 
much greater service; indeed, its efficiency 
may become so great that not only may 
the United States require to absorb no new 
gold for many years, but it may be able to 
spare some portion of its existing large 
stock for other countries.* 

Should the United States cease to ab- 
sorb as large a portion of new gold sup- 
plies as in the past decade, there will be a 
greater supply for other countries. A di- 
minished demand for gold would, of course, 
have the same effect upon trade and prices 
as the increased supply of gold would have. 
The effect of the new law upon world con- 
ditions would be still greater were it to en- 
able the United States not only to refrain 
from accumulating gold, but to bring about 
some reduction in the existing great stock 
of the metal in the country. 

* 7 * 


What Is Meant 

By Easy Money? 
HE fact that the bankers quoted 
above differ so widely in their 
views as to when “easy money” may be 
expected to arrive, is doubtless in part 
due to the fact that they had different 
ideas in mind when using that term. 
“Easy money” might mean merely low 
rates on call or three-months loans; or 
it might mean a general fall in rates on 
commercial paper and permanent invest- 
ments, such as would be indexed in a 
rising bond market; or again it might 
mean nothing more than an absence of 
any real stringency, so that borrowers 
could get accommodation at say six per 

cent. 

The financial press is pretty much 
agreed that we are to have lower rates 
on “liquid capital,” but in regard to the 
probability of any large decline in the 
vield on standard long-term bonds there 
is no such general harmony. Says the 
Financial Age: 

Investment conditions are still in process 
of readjustment, both in this country and 
in Europe, but abroad money conditions, 
which were exciting many misgivings some 
time ago, are steadily meng = toward re- 
laxation and ease. This has been made ap- 


parent by the fact that for the first time in 
many months Germany has entered the 
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A SCENE FROM “ALICE IN WONDER- 
LAND.” 


President Wilson’s program for the Demo- 
cratic party—Portland Oregonian. 














New York market as a lender. It is plain, 
therefore, that no trouble need be expected 
from Europe while our new currency sys- 
tem is being installed. The great problem 
which is still facing the financial world is 
an increased supply of free capital. This 
fact recognized, it is obvious that little 
improvement in the investment markets 
can be expected until extremely easy money 
conditions the world over shall prevail. 
That such a period is about at hand is be- 
ing made apparent from day to day. So 
apparent is it now, in fact, that many far 
sighted bankers would not’ be surprised if 
the present business situation should give 
way to great activity in all lines of trade 
and industry before the end of the current 
year. 4 


Bond Prices All 
Around the World. 


BONDHOLDERS everywhere had a 
woeful time of it during 1913. If 
misery loves company, they at least had 
plenty of that consolation. The diagram 
herewith shows prices of the highest 
grade bonds in America, France, Ger- 
many and England. It is from The 
Annalist, which proceeds to comment on 
1914 prospects: 

The worst that is in prospect for the 
year 1914 is a further liquidation of busi- 
ness, on the momentum of reaction, and 
at the same time such an accumulation of 
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funds in the banking centers as to create 
a big investment demand for securities. 
That is certain to be the sequel in Europe, 
barring a reopening of the war scares; but 
in this country calculations are to be modi- 
fied by the advent of a new banking sys- 
tem, whch greatly increases the lending 
power of a dollar by lowering the legal 
requirements of reserves to be held against 
bank deposits. The effect of this may be 
to arrest the reaction in trade and turn 
the tide upward again long before that 
happy event might otherwise have been ex- 
pected to take place. If liquidation does 
continue in business the cost of living will 
fall, and bonds at the end of 1914 will be 
much higher than they now are. 

Much nonsense is heard about the 
amount of financing to be done. There are 
$450,000,000 of corporation notes .coming 
due this year, but that is refunding. It 
will largely represent an exchange of short- 
term obligations for long-term bonds, 
which will be soon in vogue again. 

+ * . 


Look on This Picture— 
And Now on That. 


Bur there are not wanting many close 

students of conditions who are car- 
rying over into 1914 a heavy load of 
gloom. Some of them can scarcely be 
induced even to hope for the best. Most 
of these observers emphasize 
strongly the necessity of “reassuring” 
business men against “political influ- 
ence”: 

“Jasper,” in Leslie’s Weekly: Unless 
business has this assurance, I do not ex- 
pect better things in Wall Street during 
the current year. A depression in business 
will involve a slump in customs receipts 
and a diminished income for the Govern- 
ment and a deficiency in the revenues. Un- 
less this is made up by the income tax, the 
parallel between the present and the Cleve- 
land- administration may be further empha- 
sized by the need of a bond issue to restore 


very ° 


the National credit. If, unfortunately, we 
should be involved in war with Mexico, a 
bond issue would be inevitable. 

Byron W. Holt: It is reasonably certain 
that business the world over will be much 
depressed for the next three and, probably, 
for the next six months. ‘It is improbable 
that there will be real prosperity again 
until widespread and drastic liquidation oc- 
curs. Without such general liquidation, ex- 
tending especially into land values, we can- 
not expect cheap money and lower rents— 
the two harbingers of good times for the 
majority of our citizens. The prices of 
good bonds. and preferred stocks may not 
go much lower, but almost certainly will 
not go much NRigher this year. The high 
tates at which new bonds will be offered 
will prevent old bonds from advancing. 
The prices of common stocks may hold 
for a brief period, but are likely to sell 
much lower in_1914 than they did in 1913. 

Boston Commercial: The closest stu- 
dents and best judges believe that the 
financial and business depression has 
reached the turning point and that im- 
provement will begin to manifest itself in 
the near future. They do not anticipate, 
however, that the whole country is going 
into a period of great expansion and pros- 
perity immediately. If President Wilson 
proves himself capable of formulating a 
policy by which the Sherman law can be 
enforced more intelligently and effectively, 
and with less disturbance to general busi- 
ness than heretofore, he will do the country 
a great service and the public will show 
him its gratitude. 

* * a 


What Banks Will Remain 
Outside the New System? 


oR vers has been a general rush of 
banks to join the new system, es- 


pecially of the smaller banks scattered 


over the country sections. But it is a 
foregone conclusion that many important 
banks will remain outside. In the States 
of New York and Michigan, for exam- 
ple, State banks are prohibited from 
holding stock in other banks, which pre- 
vents them from joining. Some banks 
will prefer to stay out, in order to retain 
greater freedom in the handling of their 
funds. In Connecticut, says the U. S. 
Investor: 

Not only is there no rush on the part o! 
national banks to come in under the new 
law, but there is a distinct possibility tl 
the national banks of Connecticut will 
camp in wholesale fashion from the system 
and will become State banks instead. _ 

Influences are actually at work to bring 
as many national banks as possible over to 
State charter. : 

To the officials of national banks the 
State bank commissioners are sending out 
a form letter of practical invitation. They 


























WAITING FOR IT TO FREEZE OVER. 


Cincinnati Times-Star. 


offer every assistance and co-operation to 
any national bank that is disposed to sur- 


render its Federal charter. 
* + * 


There Will Be No 
Contraction of Credits. 


AFTER a head-splitting struggle, 
which has lasted ever since the 
bill was first introduced into Congress, 
the experts have at last figured out that 
there will not be at any time either a 
temporary or permanent contraction of 
credits resulting from the law as passed. 
During the first year, says ex-Deputy 
Controller of Currency Geo. W. Coffin: 
Instead of there being any contraction of 
credits arising from the withdrawal of funds 
now on deposit with reserve agents, the 
banks, after providing for all the require- 
ments of the new law for the next twelve 
months will have $185,000,000 of reserve 
cash actually in their vaults as a basis for 
an expansion of credits. At the outset, 
therefore, the new currency law promises 
accomplish most excellent results for the 
business interests of the whole country. 

On the basis of the final condition, 
after the transition stage has been passed, 
the conclusion of C. P. Blinn, Jr., Vice- 

resident of National Union Bank, Bos- 
ton, is as follows: 

It is estimated that the national banks 
will be able to meet all of their require- 
inents for entrance into the new system by 
the rediscounting of only some $114,000,000 
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of commercial paper. The 52 banks in the 
three central reserve cities upon whom the 
brunt of the payments naturally fall, will 
have to rediscount this entire amount. 


The sum of $114,000,000 in commer- 
cial paper is a mere bagatelle. The 
amounts available for rediscount will be 
enormous. On the basis of rediscount- 
ing, if worked to its fullest capacity, L. 
A. Norton, specialist in bank and trust 
company stocks, arrives ut the tentative 
conclusion that the six biggest national 
banks of New York could expand their 
credits $1,000,000,000 under the new sys- 
tem, against probable withdrawals from 
these six institutions by outside banks of 


about $135,000,000: 


The only things which would stand in 
the way of such a tremendous expansion 
of credit would appear to be: 

First—The difficulty of creating a suffi- 
cient amount of eligible paper for redis- 
count. 

Second—The discretion of the Federal 
Reserve Board in the regulation of redis- 
count. 

Third—The good sense and conserva- 
tism of the officers and directors of the in- 
dividual banks. ‘ 


Will New York Suffer 
Under the New System? 


UMEROUS calculations have been 
made showing the heavy drain on 

New York banks which must result from 
the large payments to be made into the 
new Federal Reserve Banks. As New 
York has been the final resting place of 
the country’s idle money whenever avail- 
able, New York must bear the brunt of 
the withdrawals for Federal Reserve 
purposes. But all this is reckoning with- 
out the effect of the newly created dis- 
count market for commercial paper. An 
editorial in the New York Times puts 


the situation clearly: 

A calculation as to how much money 
New York will “lose” under the new bank- 
ing law through the provision reducing the 
requirement of reserves, and directing them 
to be deposited elsewhere according to the 
new system, may be both faultless as a 
calculation and worthless as a prophecy. 
The reason lies in the difference between 
the old and the new systems, which is 
greater than the figures alone indicate. 

The existing situation is that the New 
York banks are creating less credit pro- 
portionately than the banks elsewhere. The 
bank reserves of New York are redundant. 
and the bank reserves of the country at 
large are fully employed. Upon this condi- 
tion supervenes a law allowing a reduction 
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MANY WILL TRY IT. 


An unsuccessful effort to conceal income 
under legitimate business expenses.—Boston 
Globe. 


of reserves, and creating a supply of float- 
ing funds. The question is, Will it leave 
New York, and where will it go? These 
are the funds which are expected to finance 
the newly created discount market. It is 
not conceivable that the French discount 
market should exist elsewhere than in 
Paris. The British discount market is in- 
separable from London. Statutes did not 
create that condition of aggregation of 
funds where the bidders are most numer- 
ous and urgent. The new banking law 
allows New York a fair chance to become 
the London, the Paris, or the Berlin of a 
population larger than that which supports 
either of those financial capitals. If New 
York has been paramount under hobbling 
laws it would seem that its position is for- 
tified under an enabling statute. It is not 
reasonable to say that merchants wishing 
to sell their paper will take it to markets 
always small and now overloaned. It is in 
New York that this business must be done, 
regardless of the motives which substituted 
one form of restriction upon New York for 
another, and are in a fair way to another 
disappointment. The place to go fishing is 
where the fish swim. | f 


A Real Possibility of 
Large Gold Exports. 


HROUGHOUT the Fall months it 
looked as though America could 
draw gold from Europe in quantity in 
case of any real stringency in the money 
markets on this side. Whether we could 
or not, we did not. And since January 


1 a very noticeable change has come 
over the foreign exchange market. It 
would appear that Europe’s sales of our 
securities have more than balanced our 
favorable balance of. trade for 1913. 
A small engagement of gold has already 
Says the Wall 


been made for Paris. 
Street Journal: 


Our bankers’ balances abroad are not as 
large as has been generally supposed. It 
is true that New York bankers borrowed 
comparatively little abroad during the sum- 
mer against the prospective exports of cot- 
ton, etc.; nevertheless exchange was not 
abnormally low; in fact, it scarcely went to 
the gold import point. 

There must have been, therefore, some 
other factor at work in the invisible balance 
of trade. It is now set forth that this was 
due to a steady liquidation of our securi- 
ties by Europe. How much this is so is a 
moot question. The fact remains that with 
the subsiding of the heavy cotton and 
other exports, the exchange market is now 
demonstrating the existence of a strong 
adverse movement in international credits. 
It has carried demand sterling from 4.85 
to about 4.86%, or an aggregate advance of 
150 points in two weeks. 

While the remittance of interest and div- 
idends due January 1 abroad is put forward 
as the reason for this, there is no doubt 
that.the movement is precipitated by the 
outlook for cheap money in this market. 
It may be worth while recalling that the gold 
export movement of last year started with the 
opening of the year, and was continued until 
the middle of the summer, resulting in total 
shipments of $66,000,000 to Europe and South 
America. 

. * + 


Is the Money Trust Pulling 
the Hole in After It? 


HE withdrawal of members of J. P. 
Morgan & Co. from a number of 
directorates, the peaceful adjustments 
between the Government and the Tele- 
phone Co. and with the New Haven 
Road, and the ready agreement of the 
Tobacco Co. to give up its contract with 
Metropolitan Tobacco, have generated 
considerable exultation at Washington 
and have encouraged business men to 
hope that the worst of the Money Trust 
hunt is over. But the probability is that 
the following dispatch to the Boston 
News Bureau comes pretty near sum- 
marizing administration sentiment: 

An official of the Wilson Administration 
declares that the Morgan withdrawal from 
corporation directorates is only a_begin- 
ning, and that process of decentralization 
will have to go much further to satisfy 
the Administration, Community of interest 



































AN IMAGINARY NAPOLEON. 

This is the 
idea of the arrival of a new “Napoleon of 
Finance” in Wall Street. A highly imaginative 
picture, so far as recent years are concerned. 


between J. P. Morgan, First National Bank, 
National City Bank and Kuhn Loeb will 
have to be completely severed to satisfy 
the Washington authorities. Competition 
for money between these four banks would 
be accepted as the greatest single factor in 
the reorganization of the business world. 

Meantime, the Steel Corporation still 
insists that it will fight. 


* * * 


Brokers Decide to 
Stay in the Ring. 


N spite of gloomy predictions, hardly 
any Stock Exchange houses went 
out of business January 1, and the price 
of memberships has, as usual, advanced 
with the price of stocks. Doubtless 
there will be a change in the character of 
the business in the next wave of activity. 
A leading banker is quoted as saying: 

Is speculation dead? I believe it is, in 
the old form. That is the cause of present 
dullness. The old order has died before 
the birth of the new. The sort of specula- 
tion founded on tips of a rise or a decline 
has cost the public dearly, and sensible 

eople will never again participate in it. 

louses which exist only in hope of its re- 
vival had better close up than incur further 
loss. They have failed to bring intelligence 


into their business; and Wall Street will 
be ail the better when they are gone. 
broker 


The who expects to succeed 
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hereafter must study conditions. We have 
had too many brokers who came down 
town ten minutes before ten o'clock, and 
went away 15 minutes after three. They 
never gave a thought to affairs of corpora- 
tions in whose stocks they traded, and 
could not answer, offhand, what margin of 
safety there is for the dividend on Steel, 
Union Pacific, or Reading. That will not 
do in future. 

We shall have a new kind of speculation, 
safer and broader. There will be no cur- 
tailment of opportunity. The chance to 
make money will be as good as ever, and 
the risk smaller. For the present I see 
only dullness, and disappearance from Wall 
Street of many who have outlived their 
usefulness if they ever were useful. Be- 
yond these things, however, there is a 
bright future. 

+ * * 


People Who Pay It, Don’t 
Like the Income Tax. 
"THE income tax continues to get itself 
criticized. Henry W. Jessup, the 
well-known lawyer, fears it is unconsti- 
tutional in the method of its administra- 
tion: 

The scheme of collecting at the source 
appears to be unconstitutional in that it 
imposes upon persons or corporations, in 
no manner connected with the Government, 
governmental duties or functions. Take 
the case of the burdens imposed upon banks 
and trust companies acting as the inter- 
mediaries for the collection of coupons. 
If I am correctly informed, the scheme of 
the new law imposes upon these companies 
bookkeeping expenses amounting to thou- 
sands of dollars per annum in each in- 
stance. They are charged, therefore, with 
a burden of expense amounting in effect 
to a tax in excess of the return to the 
bank or trust company in the business out 
of which this expense arises. Why should 
I be charged with a duty and an expense 
in connection with the tax of a third party? 

There is another feature of the system, 
i. e, its onerous working; that is to say, 
the expense in the case of a very poor 
person of securing exemption is almost 
equal to the tax, and amounts in itself to 
the tax, and is unjust and oppressive. 


Stuart Patterson, of the Guaranty 
Trust Co. thinks the law is unworkable 
in its present form: 


The income tax law has arrived and | 
think it has come to stay in one form or 
another, but the present law will have to 
be changed. I criticise the law, but in a 
general way defend the Treasury Depart- 
ment for the efforts it has made to make 
the law workable. The law is not only 
crude and obscure, but it is unjust. It is 
an unequal tax and in effect is “taxation 
without representation.” 














The Art of 
Interpreting Financial Conditions 


By G. C. SELDEN 





Vil.—Railroad Earnings as a Guide to Business 


]* the last article we examined one 
method of measuring the ratio of 

demand to supply. That method 
was, in brief, to assume the production 
of pig iron as an index of supply and 
the movement of Bradstreet’s Index of 
Commodity Prices as roughly represent- 
ing demand. 

t is doubtful if any. better index of 
supply is available than the production 
of pig iron, at least I have as yet found 
nothing better. Pig iron is a basic com- 
modity, coming direct from the earth and 
of wide and general use; and it goes so 
largely into new construction of every 
kind that it is peculiarly sensitive to 
changes in the activity of general busi- 
ness. 

It is, however, possible to approach the 
question of demand from another and 
quite different angle from that discussed 
in the previous chapter. 


EARNINGS AS REPRESENTING DEMAND. 


The earnings of the people are the 
primary source of demand. It is true 
that as soon as these earnings begin to 
flow in any large volume into the mar- 
kets for the various commodities and 
manufactures, the level of prices is bound 
to be affected, so that increased demand 
will be accompanied by a rise in prices 
as reflected by Bradstreet’s Index. Thus 
the minor movements of Commodity 
prices reflect changes in demand with 
a fair degree of accuracy, as already ex- 
plained. But if we had some way of 
getting back to the actual earnings, we 
should be still nearer to the real source 
of demand. . 

Earnings of individuals are practically 
an unknown quantity, so far as changes 
from month to month are concerned. 
The nearest we come to them is im scat- 
tering statistics of unemployment, but 
these are too fragmentary and uncertain 
to be of any real use to us in this con- 
nection. If we could get at the total 


wages paid qut by all corporations, or 
even by a few hundred of the biggest 
ones, that would be very valuable in 
formation. It is not unlikely that such 
statistics may some time be available, but 
they are not to be had now. 

When we come to the earnings of the 
corporations themselves, we find our- 
selves in a little better position ; but hard- 
ly any industrial companies publish their 
earnings monthly, so we are practically 
compelled to fall back on the railroads, 
which give out regular statements of 
gross and net earnings every month. 

Now it is perfectly clear that railroad 
earnings are not going to be an entirely 
satisfactory guide to the earnings of the 
people as a whole, for the railroads are, 
under present conditions, subject to prac- 
tically stationary rates; while industrial 
companies are free to raise prices of their 
products when the demand increases, and 
even the wage-earner generally succeeds 
in getting somewhat higher wages when 
his services are in increased demand. But 
we have to do the best we can with: the 
figures that are obtainable. 

NET EARNINGS ARE POTENTIAL DEMAND. 


Even after all allowances are made for 
their imperfections the net earnings o! 
the railroads of the United States repre- 
sent an immense potential demand for 
every kind of commodity that a railroad 
has to buy—and that covers a pretty 
wide range. They are, therefore, well 
worth studying for whatever light they 
may throw on the general situation. _ 

When we attempt to work out this 
problem in a practical way, we find that 
it is almost impossible to use the montlily 
net earnings of al! the roads combined. 
Our statistics shouid cover.a dozen years 
or so in order to enable us to diew sat- 
isfactory conclusions from them. Such 
statistics are not available in the desire 
form and the labor of compiling them for 
all the roau. we “Id be prohibitive. 
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The best plan, therefore, is to take, 
say, ten of the big roads, which have 
given out their earnings independently, 
without important changes of method or 
variation of basis, for the required time. 
Roger W. Babson has collected the fig- 
ures for the following roads, as answer- 
ing the purpose in being widely distrib- 
uted over the country, handling a broad 
variety of traffic and being fairly repre- 
sentative of the railroad situation as a 
whole: 


Atchison. 

Atlantic Coast Lines. 

Baltimore & Ohio. 

Central of New Jersey. 

Illinois Central. 

Missouri, Kansas & Texas. 

Pennsylvania. 

Chicago, Rock Island & Pacific. 

Southern Railway. 

Union Pacific. 

Doubtless these roads will answer our 
purpose as well as any other representa- 
tive group. 

There are big variations in net earn- 
ings according*to the season of the year, 
so it is necessary to apply seasonal cor- 
rections to these figures, in the way al- 
ready explained in previous chapters. 


CONSTRUCTION OF GRAPHIC, 


Having eliminated the seasonal devia- 
tions, we then assume the corrected net 
earnings as broadly representative of 
potential demand (that is, the demand of 
the future rather than of the present 
moment), and take the monthly produc- 
tion of pig iron as our index of supply. 
We next figure the ratio of demand to 
supply month by month from 1902 to 
1913; in other words, the ratio of the 
Net Earnings to Iron Production, as 
shown on the graphic herewith. 

The first thing to be noted is that the 
general movement of this ratio would 
not necessarily be horizontally across the 
graphic, even if business conditions were 
to remain stationary, for the percentage 
of total iron production which is taken 
by the railroads has grown less during 
the dozen years. Where they formerly 
absorbed 30 per cent. or more of the 
steel produced, they are now using less 
than 25 per cent., while a larger propor- 
tion is going into building construction 
and other varied uses. 


THE MAGAZINE OF WALL STREET. 


The ratio of railroad earnings to total 
iron production, therefore, tends to grow 
smaller, regardless of fluctuations in the 
activity of business from month to month 
or from year to year; and this is shown 
on the graphic by the gradual downward 
slope of the normal “channel” of the 
ratio. This, of course, has no special 
significance for our purposes. It is the 
minor swings of the line up and down 
over periods of two or three years that 
will help us in gauging the activity of 
trade at any time. 

The lower line on the graphic repre- 
sents Commodity Prices, which, as I have 
heretofore explained, show better than 
anything else our alternate waves of 
prosperity and depression. 

This is not to say that Commodity 
Prices are not also subject to other in- 
fluences, operating over long periods of 
time. For instance, the fact that Com- 
modity Prices were higher in December, 
1912, than in December, 1906, does not 
mean that the country was more prosper- 
ous in 1912 than in 1906. The point is 
that rising prices are in a general way 
accompanied by prosperous business con- 
ditions and falling prices by business 
reactions. 

Thus our times of greatest depression 
during the period covered by the graphic 
were 1904, 1908 and 1911, while our 
“peaks” of prosperity were early in 1907, 
early in 1910, and late in 1912. 

The question is then: Does our ratio 
of Net Earnings to Iron Production give 
us any advance information as to when 
these times of prosperity and depression 
are likely to come? I have tried to bring 
out the reasons why it logically should 
do so, but the real test is in the practical 
application. 

EXAMINATION OF THE FACTS. 

The first thing that strikes us is the 
very sudden rise in the ratio immediately 
after the panics of 1903 and 1907. At 
such times supply, in the form of iron 
production, is suddenly checked, while 
demand, as represented by net earnings, 
does not decrease in anything like the 
same proportion. As these abnormal 
conditions disappear, our ratio gradually 
works back again into its natural position. 

From November, 1910, to September, 
1911, the same thing occurred on a much 
smaller scale. During that period our 





INTERPRETING FINANCIAL CONDITIONS. 


“potential demand” showed a decided in- 
crease as compared with the actual sup- 
ply, but without the violent fluctuations 
of the panic years. 

Now my interpretation of these fac- 
tors is as follows: During periods of 
normal business activity demand and 
supply are approximately equal and our 
ratio remains most of the time within 
the “channel” which is marked off on the 
graphic by the light broken lines. When 
production is checked, potential demand 
begins to accumulate, and gradually 
brings production back again into its 
normal channel. The result is a sort of 
cycle of business activity, which is longer 
or shorter according as the check to pro- 
duction is violent or slight. 

Early in 1902 there was an excess of 
demand as compared with supply. That 
was followed by normal conditions for a 
year and a half. Then came the set- 


back to production resulting from the 
1903 panic, with a consequent excess of 
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potential demand. Normal conditions 
were restored in 1905 and continued for 
two and one-half years. 

After 1907 it took two years to get 
back to normal, and since then we have 
been most of the time in the normal 
plane, with the exception of a slight ex- 
cess of potential demand in the first-half 
of 1911. 


PRACTICAL APPLICATION, 


While all this may be interesting in 
theory, it is the practical usefulness of 
it that especially appeals to us. 

The most valuable and easily discern- 
ible point is this: That whenever the 
ratio jumps out of the channel on the 
upper side, we are warranted in assum- 
ing that an excess of potential demand is 
beginning to accumulate. This goes on 
quietly, with a shrinkage in business ac- 
tivity, for about six months. Then pro- 
duction begins to increase to meet the 
demand, and business enlargement fol- 
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lows for at least one year, and for two 
years when a really severe check has 
previously been administered. 

Thus after the sharp movements of the 
line in November, 1903, and in Decem- 
ber, 1907, we knew the program for the 
next two and one-half years. 

After November, 1910, we could look 
ahead for one and one-half years. And 
when we see the ratio making occasional 
excursions above the channel, as in 1906, 
and in February, 1912, we know that we 
are still on the safe side, because no con- 
dition of over-production has yet been 
reached. 

On the other hand, when, as in 1907 
or early in 1913, we see the ratio hover- 
ing close to the lower line of the chan- 
nel, after the natural time limit of a peri- 
od of expansion has been reached, we 
are warranted in becoming suspicious of 
the permanence of our prosperity and 
arranging our affairs with more than or- 
dinary caution. 

The important point, of course, lies in 
getting hold of the philosophy of ‘the 
thing. With that once thoroughly in 
mind, current developments will be a 
great aid in interpreting the situation. 
For example, in 1906, the unusually 
large crops of that year and 1905 were 
doubtless chiefly responsible for the ex- 
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cess of potential demand that was in- 
dicated, while in 1910-11 it was for the 
most part political conditions that 
checked productive activity and thus per- 
mitted demand to accumulate in excess 
of supply, bringing later the moderate 
expansion of 1912. 

A difficulty in connection with this 
graphic is that net earnings are usually 
about 60 days behind time in coming 
out. But this can be largely obviated by 
noting gross earnings as they appear 
and thus forming an approximate esti- 
mate of net earnings in advance. The 
idle car surplus also aids in estimating 
future earnings. The three factors— 
gross, net and idle cars—are shown to- 
gether on a diagram herewith, for five 
years. 

A special advantage of this demand- 
and-supply method is that it always gives 
us a long look ahead, and thus a firm 
grasp on the broad features of the situa- 
tion. 

As to our present position, we are wit- 
nessing a sharp fall in iron production, 
which is likely to give us soon some ex- 
cess of potential demand -as compared 
with supply as shown on this graphic. 
About six months of shrinkage in gen- 
eral business is the natural thing to ex- 
pect, followed by renewed expansion. 





mediums. 


themselves. 





Concentrating 


OME great profits have been made by concentrating in a single stock. 
The Rockefellers concentrated on Standard Oil until their profits 
reached such staggering figures that they were forced into other investment 


Jas. B. Duke was for American Tobacco first, last and all the time and 
well did it reward his concentration. 


E. H. Harriman put body and soul into Union Pacific until it became a 
railroad Creesus and he a king: of finance. 


These men didn’t bother about the fluctuations of their stocks from 
day to day. They built great properties and the fluctuations took care of 


























Stocks at Six Per Cent. Income Yield 


Are Issues of this Class Cheap Under Present Conditions? 
By THOMAS L. SEXSMITH 








O the man who approaches the 
stock market in the role of in- 
vestor, pure and unalloyed, the 

chief item of interest is the rate of in- 
come yield to be had on the listed issues. 
Not so many years ago good bonds yield- 
ing an annual return of from 3% to 4 per 
cent. were considered attractive invest- 
ments, and were purchased by the in- 
vestor class in great quantities. Times 
have changed, however, since the days of 
our fathers. 

Whether we see fit to blame it on our 
increasing fondness for the joy-bringing 
and nowadays luxurious motor, the “high 
living cost,” the “world’s over-production 
of gold” or what not, a yearly return of 
only 3% to 4 per cent. is no longer at- 
tractive to other than the ultra-conserva- 
tive type of investor. Authentically 
sponsored and classically pedigreed, new 
bond and note issues are almost daily 
offered at prices yielding from 5 to 6 
per cent.; and some safe railroad bonds 
of accepted savings banks security, hav- 
ing from five to 20 years to run, yield 
close to 6 per cent. Your father could 
not do so well in other than panic 
periods. 

* * * 


- 


r HERE is a saying that “money rules 

the mighty,” and perhaps it does. 
It surely exercises a dominating influ- 
ence over security values. Even at times 
when it has become hoarded in huge 
quantities by bankers and the public, and 
at last comes cautiously forward seeking 
investment, it rules the situation by the 
sheer force of its own great bulk. Money 
has some extremely human _ qualities. 
\\hen it is in a friendly mood, markets 
are buoyant; when “grouchy” markets 
hecome depressed. 

Since the supply of securities is never 
ending and is limited only by the capac- 
it’ of the public to absorb, and contrary- 
vise, since the supply of money for in- 
estment in securities is continuously ex- 
panding and contracting in volume, ac- 


cording to influential basic conditions, it 
is quickly apparent that money makes 
prices. 

After all, this is a reasonably small 
world that we live in. We cannot keep 
our eyes closed to the desirability of be- 
ing in constant touch with the financial 
condition of our cousins across the seas. 
If John Bull, His Imperial Masterful- 
ness, and the polite yet prudent citizen 
of France find themselves hard pressed 
for ready spending money, we may rest 
assured that we will soon be confronted 
by a period of considerable financial em- 
barrassment ourselves. Tight money i: 
a cosmopolitan condition, and at times a 
sort of an international epidemic. It is 
“catching” at such time as the national 
economic constitution is a bit run down. 

When money is scarce and timid, in- 
terest rates are high. The dividend yield 
on price for standard railroad bonds is 
one of the best barometers for the measc- 
urement of interest rates. It gives not 
only the present rate for money, but re- 
flects as well the best trained and most 
intelligent expectation of future mone- 
tary conditions. The present yield on 
some very good bonds approaches 6 per 
cent. Not all high grade bonds, at pres- 
ent market price, will yield as much, but 
there are enough first class bonds averag- 
ing close to that percentage to justify 
its use as a standard. This is the highest 
yield to be had on good bonds within the 
last 20 years. 

Now a bond represents a definite frac- 
tion of the physical assets of the corpora- 
tion issuing it. It has a definite date of 
maturity, and if it be the pledge of a 
solvent concern, has every chance of re- 
demption at its full face value at time 
of maturity. There is no doubt whatso- 
ever about the amount of interest return 
one is to receive from a sound bond in- 
vestment. That is fixed and unchanging. 
Bond owners usually know just where 
they are at, and to those who buy solely 
for income yield temporary price declines 
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in the quoted market have no terrors. 
They know that when bonds become due 
they will receive one hundred cents on 
the dollar. That is sometimes a very 


pleasant thing to contemplate. 
* * * 


"THE man who buys stocks in a corpo- 

ration, particularly common stocks, 
for investment has altogether another 
problem to contend with, especially at 
times of business depression. Only the 
other day the writer read an able article 
advising the purchase of certain good 
railroad stocks, the principal reason 
given being that, at present market price, 
the stocks recommended showed an in- 
come yield of a little better than 6 per 
cent. 

On first reading that reason seemed 
plausible and sufficient. Other times 
were cited when stocks had risen to a 
4 per cent. yield basis and a severe de- 
cline in values resulted, continuing until 
ure same group of stocks was down 
again, on average, to the 6 per cent. rate, 
and then, in turn, a considerable rise in 
values followed. 

The author of the article referred to 
failed to state that at the times- when the 
6 per cent. rate of yield was approached, 
and a rally followed, earnings of the rail- 
roads involved were such as to reason- 
ably insure a continuance of prevailing 
dividends. Nor did he add that at the 
periods selected for example there was no 
world-wide money stringency, no credit 
contraction, no abnormal short-term loan 
total pressing to be transferred into more 
permanent forms of pledges, no enor- 
mous national loans pending, no new in- 
dustry diverting untold millions of dollars 
yearly into economically unproductive 
machinerv, no world-wide extravagance 
and wastefulness, coming as the inevita- 
ble result of too much or rather a too 
new prosperity and a somewhat too in- 
tense pursuit of happiness by the middle 
or saving classes. 

It is a grave question whether, under 
the prevailing scarcity of capital and 
downward trend of earning capacity of 
American railroads, common stock issues 
of roads showing an income yield of 
around 6 per cent. are at this time at- 
tractive investments. If one could be 
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assured that present dividends will be 
maintained for the next two or three 
years, one of the undesirable features 
surrounding such investments would be 
removed, but from what source may such 
assurance be had? Certainly a careful 
examination of current earning tenden- 
cies will not give this needed assurance. 
On the contrary, one will find that a 
very definite and unmistakable trend in 
the direction of contraction of earnings 
has set in, and in some conspicuous in- 
stances this contraction is of an extent 
sufficient to cause apprehension, if not 
genuine alarm, for the future stability 
of our railroads as mediums for safe 
investment. 

Of course, rate increases may come, 
and undoubtedly such revisions of sched- 
ules as are now pending before the In- 
terstate Commerce Commission will be 
granted where justified in the minds of 
the commissioners, but earnings depend 
as much on volume and quality of busi- 
ness handled as on tariffs charged. Rates 
may not be raised often. Business is 
generally contracting, and the end is 
not yet definitely at hand. And after 
depression business does not again start 
upward with a rush. 

It may be good business to purchase 
stocks at present levels for investment, 
and doubtless in the end he who does so 
will make money if he has plenty of 
patience. But he may have to wait 
longer than he bargains for and to be 
satisfied in the meanwhile with a lesser 
income than he hoped to receive at the 
time he bought. 

But the man who now buys good bonds 
or short-term notes with. his idle funds 
need experience no such worry, nor sub- 
ject himself to the privations of a con- 
tracting income if things should come to 
the worst, and he will be in a position 
later on to dispose of his bonds and 
notes at perhaps a higher figure than he 
paid for them. Then, if he so chooses. 
he will find plenty of opportunities to 
pick up attractive stock bargains and, 
too, at a time when business will have 
recovered to such a point that doubts 
and fears of dividend cuts or discontinu- 
ances will have lost the power to seri- 
ously disturb the far-sighted man. 





























Little Sketches of Big Mien 


HENRY C. FRICK 


EW of the younger generation probably 
know that Frick was the business 
genius who had most to do with the 

growth of the old Carnegie Steel Company 
before that company was absorbed into the 
Carnegie was the 


U. S. Steel Corporation. 
politician, the diplo- 

mat, the tactful han- ;} 
dler of men, but 
Frick was the active 
business and financial 
manager of the com- 
pany on the: inside. 

Still fewer, prob- 
ably, know that Frick 
started in life as a 
clerk in a small dry 
goods store in Penn- 
sylvania at $3 a 
week. He was then 
sixteen years of age. 

His next position 
was as bookkeeper in 
his grandfather’s flour 
mill at Broad Ford, 
Pa. He remained 
there until he was 
twenty-two and saved 
a few hundred dol- 
lars. That was the 
period of coke manu- 
facturing in its in- | 
fancy and young 
Frick saw the wonderful possibilities of this 
business. He became an agent for a Pitts- 
burgh coke dealer and soon after bought an 
interest in a coking mill for himself, also 
securing considerable surrounding land. 

He first built fifty ovens and increased 
the number until in 1873 he had two hun- 
dred. Thereafter he organized the corpora- 
tion of Frick & Company, reorganized in 
1882 as the H. C. Frick Coal & Coke 
Company. It was then the largest coke pro- 
ducer in the world, with 40,000 acres of 
coal and a daily capacity of 25,000 tons 
of coke. 

Andrew Carnegie, always a shrewd judge 


Frick’s unusual business 


of men, recognized 
q ability and got him interested in the steel 


business. When the Carnegie Steel Com- 
pany was organized in 1892 as a consolida- 
tion of all steel interests in that territory, 
Frick was put at the head of the concern. 
Later the Carnegie company was formed, in 
which Mr. Frick had a share of $31,- 
000,000, and when 
j this company was sold 
to the U. S. Steel 
Corporation Frick re- 
ceived $45,000,000 
in stocks and $16,- 
000,000 in bonds. 
He is now the 
largest stockholder in 
the Pennsylvania 
Railroad, with big in- 
terests in Cambria 
Steel, Norfolk & 
Western, Baltimore 
& Ohio, Reading 
and Union Pacific. 
He is reputed to be 
the largest real estate 
owner in Pittsburgh. 
He is 64 years old 
and although in good 
health is inclined to 
reduce somewhat his 
business _ responsibil- 
ities, but he is still a 
! director in a dozen big 
corporations and his 
wealth is estimated at anywhere from 
$100,000,000 to $200,000,000. 

He dislikes notoriety and generally man- 
ages to keep in the background. Late in 
1911 he was quoted as predicting a boom 
in the steel business in 1912. His alleged 
statement was given considerable publicity 
and attracted attention because of the uni- 
versal discouragement prevalent among busi- 
ness men at that time. 

As is now well known, his prediction was 
realized in the fall of 1912, and last Sep- 
tember he again expressed himself as “‘an 
optimist,” provided we could have “‘a let- 
up in governmental lawsuits,” and as believ- 
ing that the tariff law “would not lead to any 
great business disturbance.” 



































Is the Small. Investor 
the Bag?” 


What is the Meaning of the Startling Increase in the 
Number of Stockholders of the Big Corporations? 
By J. HOWARD GIBBS 


“Holding 








N a recent interview Max Pam, the 
Chicago lawyer, well-known a dozen 
years ago as the organizer. of sev- 

eral of the big trusts, stated that in his 
opinion the principal motive for trust- 
building at that time was the opporfunity 
to make great profits in promotion. 

“It was the chance,” he said, “for the 
men who had done the work to cash in 
and take the fruits of their industry all 
at once, in the form most to be enjoyed.” 

“And the promoter passed it along to 
the investor?” he was asked. 

“Yes, that happened, too, The in- 
vestor is holding the bag.” 

He believes that in time the big com- 
binations would disintegrate of their own 
weight, even without Government inter- 
ference. at 

In a word, the men who made these 
great industrial machines. effective sold 
out to the promoter, and the promoter 
sold out to the speculator, and the spec- 
ulator sold out to the large investors; 
and now—this is our question, not Max 
Pam’s—are the big investors selling out 
to the little ones? And if so, what does 
that mean? 

* * * 


"THE Wall Street Journal has been in- 
dustriously compiling figures to 
show the recent increase in the number 
of shareholders of the great corporations. 
It finds, for example, that 112 leading 
corporations had, in 1913, 653,171 share- 
holders, and that this was an increase of 
more than 75,000 over 1912—about 13 
‘per cent.—although the increase in share 
capital for these corporations during’ the 
year was only 3 per cent. This made the 
average holding 109 shares, against 120 
a year before. 
When you stop to think of it this is a 


startling change in a single year.’ And ' 


it becomes still more startling when we 
discover that the same thing has been 


going on ever since the high prices of 
1906. 

Take the-number of shareholders of a 
few leading railroads: 





1913. 1912. 1906. 
PQGRGOR. <020ccssce.. 36,341 31,606 17,420 
Del, @ Had... ..<.... 6,613 6,483 3,571 
Kan. Gity So...:..... 2,573 2,342 440 
Rock Island. ......... 4,158 3,559 3,780 
Pe 5 11,388 10,336 9,119 
2 OO Fee 13,700 13,490 5,887 
Gt.; North... <....<.. 19,183 17,765 2,702 
New Haven .......... 23,968 22,806 12,627 
Union Pac. .;.¢.:.... 24,655 22149 19.862* 
*1911. 


The above companies are fair samples 
In fact, in many cases the increase is 
larger in proportion, as with Pennsyl- 
vania—40,325 in 1913, against 35,376 in 
1912—or Lehigh Valley, 2,802 in 1913, 
against 2,026 in 1912. 

It’s the same story with the industrials. 
The increase in U. S. Steel stockholders 
from organization of the company to 
date is shown in the diagram herewith. 
The gain in 1913 over 1912 is far more 
rapid than in any previous year. 

American Smelting had 11,155 share- 
holders in..1913, against 4,505 in 1906; 
General Chemical 1,566, against 864 in 
1906; American Telephone, 53,737 in 
1913, against 49,029 in 1912; U. S. Rub- 
ber 12,846. in 1913, against 9,660 in 
1912; B: F. Goodrich 5,037, against 
3,621 in 1912, and so on. 

No class of stocks is exempt. For ex- 
ample, we have read from time to time 
that big holders of American Beet Sugar 
believed it to be worth present prices 
under the new tariff, etc.; but that com- 


‘pany now has 1,794 stockholders, against 


1,669 iri 1912. Apparently said big hold- 
ers have not been increasing their lines 
to any great extent. And Westinghouse 
Air Brake, which has earned from 20 to 
30 per cent. on its stock every year of 
the last four years, now has 3,341 holders, 
against 2,948 last year. 








IS THE SMALL INVESTOR HOLDING THE BAG. 
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The very inactive stocks show the same 
tendency as those in which there is a big 
market. Borden’s Condensed Milk has 
2,706 holders, against 2,481 in 1912; 
Laclede Gas 2,007, against 1,764; Mer- 
genthaler Linotype 2,919, against 2,852. 

There are exceptions, of course, such 
as National Lead 6,534, against 6,760; 
N. Y. Air Brake 865, against 1,010; Pa- 
cific Mail 912, against 996; Pressed 
Steel Car 4,343, against 4,384, etc. But 
the general tendency is plain. Naturally 
the principal increase is in the big listed 
stocks, to. which the attention of’ in- 
vestors is called every day. 

* * * 


ONE of the reasons for this state of 
affairs, and I am inclined to be- 
lieve the most important reason, is the 
decline of speculation. In 1906 great 
numbers of shares ‘stoed in the names 
of brokerage houses, which were carry- 
ing the. stocks on margin. for.their cus- 
tomers. Thus fifty or a hundred thou- 
sand shares of one stock might stand on 
the books in a single name, although 
really owned by hundreds of different 
traders. 

Today only a small amount of stock 
is floating in the Street. The public 
eschews margin speculation. There are 
perhaps just as many speculators as ever, 
but of a different kind. They buy their 
stocks outright, get certificates in their 
own names, and lay the stocks away. 
Most of them don’t consider this to be 


speculation—they call it investing, and 
so it is—investing for a speculative profit. 
But in this way their names get on the 
corporation’s books where formerly their 
holdings were unknown. 

Incidentally, this makes margin specu- 
lation less risky for those who still fol- 
low that method; but that is aside from 
our present subject. 

Another reason is found in the break- 
ing up of some of the holding companies. 
Standard Oil and Tobacco stocks have 
found a public market. Union Pacific 
has been pried loose from its big block 
of Southern Pacific. Some of the coal 
roads have distributed the stocks of their 
selling agencies, and so on. 

Again, the holdings of some of the big 
interests are undoubtedly more widely 
distributed today than formerly. Instead 
of concentrating their money in a few 
stocks, largely for purposes of specu- 
lative control, they are spreading it over 
a much longer list. of securities. -This 
breaks up some of the big bunches of 
stock and has an important effect on the 
average number of shares shown by the 
books for each holder. 

Still another reason is that a much 
larger percentage of the public have 
learned to invest in stocks. While poli- 
ticians—half a dozen years behind pub- 
lic opinion, as usual—are still ringing the 
changes on the “gambling hells of Wall 
Street,” the public has waked up to the 
fact of splendid investment opportunities 
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in listed stocks, and is taking advantage 


of them. 
* * * 


Af TER all this is said, however, does 
not this wider distribution of 
stocks among small holders mean that 
during 1913 the larger investors were 
reducing their holdings? In a general 
way I believe this to have been true. 
For one thing, it has been easily pos- 
sible during the past year to buy high- 
grade bonds returning an income as 
large as could have been obtained from 
stocks in 1906. There is no record of 
the distribution of bonds, but it is rea- 
sonable to believe that a good deal of 
money has been transferred from stocks 
to bonds which were selling at an un- 
usually high yield owing to the heavy 
demands for capital and the tremendous 
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increase in the total of bond capitaliza- 
tion. 

The whole world has been “water- 
logged with bonds,” as James J. Hill 
says; and the result has been that bonds 
have sold at what would have looked like 
unthinkable bargain prices ten years ago, 
and may very likely look the same way 
ten years hence. The Big Interests have 
not overlooked these bargains ; and prob- 
ably they have dropped some of their 
stocks and transferred the money into 
bonds. 

In a sense, then, it is true that the small 
investor is now “holding the bag.” He 
had good luck in holding it in 1907. Will 
he be equally successful now? With 
some stocks, yes. But there is probably 
a much greater need for discrimination 
and intelligent selection than there was 
seven years ago. 








Damages For Conversion of Stock 
By M. L. HAYWARD, B. C. L. 








UPPOSE A has B’s horse in his posses- 
sion, and disposes of it for his own 
benefit, or, legally speaking, “converts” 

it to his own use. B in such a case could 
sue A for damages and recover the value 
of the horse at the time of the “conversion.” 

Suppose, however, that A is a broker who 
wrongfully sells B’s stock, which is listed 
on the Exchange and subject to the usual 
fluctuations. B is, of course, entitled to 
damages equal to the value of the stock, 
but the question is at what time is the stock 
to be valued in fixing the damages? Very 
different views are adopted in different 
States. 

Probably the prevailing view is that in 
such a case the measure of the damages is 
the highest price of the stock between the 
time of the conversion ard a reasonable 


time after the conversion came to the 
knowledge of the owner. 

This is the law in the Federal Courts, 
Illinois, Indiana, Iowa, New Jersey, New 
York, Tennessee and North Dakota. 

The second view is that the damages are 
fixed at the highest price between the time 
of the conversion and the time of the trial. 

This is the law in California and Pennsyl- 
vania, and probably in Nevada. 

The third view adopts the same rule as 
in the case of ordinary chattels and holds 
that the value of the stock at the time of 
the conversion is the proper measure of 
damages. 

This is the law in Colorado, Connecticut, 
Delaware, Illinois, Iowa, Maryland, Massa- 
chusetts and Michigan. 








Don’t overlook the special announcement on page VII. It may be 
just what you have been waiting for. 

















Picking Wisely from the Bond List 


Some of the Principles on Which Careful Selection 
Must be Based 
By FREDERICK LOWNHAUPT 


HIS article will not be a discussion 

of individual bond issues. It is 

to be a sort of introduction, or a 

statement of principles which if care- 

fully followed will result in really scien- 
tific investing. 

Too much investing nowadays is done 
on a haphazard method or lack of meth- 
od. It is well to accept the seller’s state- 
ment that this or that security is a good 
bond, but without some thought one can- 
not expect to gather together a group of 
investments that will stand the test of 
time and the strain of changing condi- 
tions. 

Fidelity to certain principles is abso- 
lutely necessary. We will take them up 
first, leaving the selection and analysis 
of specific bonds to subsequent issues. 
There is too much to be said when defin- 
itely naming issues to cover the subject 
in a short article. 

* * 

[% the first place, the phrase “picking 

wisely” conveys different meanings 
to different people. A large number 
would say that it means picking safely ; 
many would say that it means picking 
with the proper consideration of time; 
that is, when bonds are low in price or 
actually on the bargain counter; while 
to others it means selecting strictly with 
respect to the present standing of the 
corporation, the investors requirements 
or some other consideration. 

As a matter of fact, the wisest selec- 
tion has regard for all these things. The 
commonest misconception, however, is 
to think that picking wisely is picking 


safely. From the point of view of scien- 
tific investing this is not so. Wise pick- 
ing is no easy job. Safe picking is very 
simple. Wise picking presupposes some 
study. Safe picking can be done by al- 
most any one. One need be little more 
than a novice in finance to be able to 
pick out a long list of perfectly safe 
bonds. Why? For the reason that this 
highest grade of security is of a distinct 
class and is pointed out in several ways 
so that no one can make a serious mis- 
take. 

All one needs to do to select a bond 
safely is to pick from the long list of se- 
curities approved as investments for the 
savings banks of, say, New York State 
or Massachusetts. He will get the high- 
est grade of security and yet need not 
know much about it to be sure of his 
ground. The work has all been done in 
the high standard set for securities avail- 
able for this purpose. Or he can take 
any list of a hundred municipal issues 
yielding around 4 per cent. and at ran- 
dom select « half dozen of great safety. 
Safe picking, made so easy, implies no 
great wisdom. It may be wise, however, 
for many an investor to be satisfied with 
picking safely. 

If picking wisely does not mean pick- 
ing only for safety neither does it mean 
that taking up securities when they are 
cheap is the sole essence of wisdom. 
That it is wise to buy things when they 
are cheap is obvious. When bonds are 
pay considered to be cheap, every- 

y is telling everybody else fact ; 
the newspapers, the bankers’ circulars 
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and the bond men constantly emphasize 
it. 

The wisest picking is that which gives 
due consideration to all these matters, 
buying not only when bonds are cheap 
and with due regard to the investor’s 
particular requirements, but also with a 
comprehensive view of the past, present 
and possible future of any property 
singled out for study and analysis. 

* * * 


WHEN the investor picks for safety 

in the railroad field he has an 
easy time of it. Immediately there loom 
up a number of companies whose bonds 
are so unquestionably safe that they are 
standard. They are the companies that 
have a history of steady growth. Earn- 
ings steadily increase and the property 
becomes stronger every year. They are 
the properties that have reached their 
maturity and whose securities sell on a 
comparatively low level of income be- 
cause of this fact. They are the prop- 
erties whose securities may be neither 
better nor worse twenty years from now 
than at present. They are the properties 
whose corporate relationships are pretty 
definitely settled and in which we may 
expect to see little change in the coming 
years. 

For example, the Pennsylvania Rail- 
road, the Atchison, the Chicago & North- 
western. These and others of their class 
show wide margins of safety for their 
bonds and will doubtless continue to do 
so through thick and thin of business 
changes. For this reason the status of 
their funded debt is so fixed that their 
bonds are never discussed as securities 
of promise—they are known always as 
high-grade investments. 

If we call these corporations matured, 
the next group may be known as adoles- 
cent. Many of these properties are in 
excellent standing, but yet have not come 
to that high estate wherein their secur- 
ities are accepted without word or ques- 
tion. It is in this group that some of 
the finest work in wise picking may be 
done. The class is represented by such 
roads as the Erie, Southern, Kansas City 
Southern, Missouri, Kansas & Texas, 
Seaboard Air Line and others. These 
are the companies that are making prog- 
ress—some faster than others, but all 
going ahead. Operating efficiency is im- 
proving and earnings are showing a re- 
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sponse in greater or lesser degree. Each 
year sees their securities improved. 

Like the companies of the highest type, 
they have their ups and down, which af- 
fect the current quotations of their 
bonds. The bonds of the stronger com- 
panies fluctuate little. The bonds of this 
adolescent group vary more in quotation 
but for that very reason offer the finest 
opportunities for skillful selection. They 
offer the field of best work in the selec- 
tion of investments for the reason that 
their bonds are reasonably safe, with fair 
margins of safety and returning a suit- 
able income. With the factor of safety 
up to this satisfactory degree the re- 
mainder of the work lies in judging the 
extent of the appreciation in price and 
the improvement in intrinsic value of 
the security based upon the fundamen- 
tal questions of earnings and operating 
efficiency. 

This field is attractive for the further 
reason that you can get bonds far apart 
in market appraisal on the same prop- 
erty, as, for instance, the Southern Rail- 
way Consolidated 4s and the General 
Lien 4s, in which there is a difference in 
market price of more than 25 points. 
This great difference gives ample oppor- 
tunity for judgment. 

This adolescent group shades off al- 
most imperceptibly into the third class of 
companies whose condition is admitted 
as youthful, so far as their strength is 
concerned. Many of them are old in age, 
but from the standpoint of investment 
judgment must needs have a great 
growth before they reach a position of 
real soundness, 

The very oldest bonds on these prop- 
erties, that is the senior liens, rank well 
and have an ample margin of safety for 
themselves. But the trouble with the 
companies is that their net earnings are 
so unstable or their progress so feeble 
that the companies are constantly in 
danger of a relapse. They are the com- 
panies that are strongly subject to the 
vicissitudes of business. They are the 
companies whose junior securities offer 
almost as much speculation as many 
stocks of uncertain mien. 

These are numerous, both large and 
small. Three of the larger ones are Mis- 
souri Pacific, Chicago Great Western, 
Cincinnati, Hamilton & Dayton. In these 
companies the margin of safety is nar- 
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row and the factor of safety low. Work- 
ing in securities on this type of company 
is rather a question of shrewdness more 
than wisdom. You cannot apply the 
same reasoning to these as to the pre- 
vious group. It is more a process of 
good guessing on the company’s future 
than wide interpretation of the facts in 
hand. As a matter of fact, some prop- 
erties in this class look all the worse the 


more analysis they get. 
* * 

JN industrial securities the element of 

careful judgment cannot be applied 
in just the way that it is in railroad se- 
curities. There are so many different 
kinds of corporations and classes of busi- 
ness that every one takes its own pecu- 
liar atmosphere. Railroading under 
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present conditions is becoming standard- 
ized, but industrial securities are still 
subject to greater vicissitudes. 

In a broad way general business con- 
ditions affect all industrials more or less. 
Each company, however, is also influ- 
enced by special conditions around it as 
one of a group of similar businesses ; and 
still further, its own individual position 
must be considered. The railroad field 
offers a wide selection when considering 
any grade of security. The industrial 
field is comparatively narrow in this re- 
spect. 

Picking wisely in the railroad list 
means much study, analysis and judg- 
ment along the lines suggested. Picking 
wisely in the industrial and miscellaneous 
issues means even more of all three. 
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Hints for Investors 


ie should be remembered that in many cases it is much easier to buy 
bonds than to sell them. The buying is often done when the issue is 
active and the market is trading in it. The selling is often attempted 
when the issue has been pretty well absorbed and it is harder to find 
customers than when many were trading in it. 


77° get the broadest point of view on the securit 
three standard financial publications regularly. 

a year or two there is a liberal education on securities to be gained. 
The combined counsel of the writers on investments in the best peri- 
odicals is about as good as any obtainable. 


O not accept the first quotation on bonds that are said to have only 

a nominal quotation. Do a little shopping. Sometimes the differ- 

ence between bid and asked price is very wide, where you inquire. 

A little testing of the market here and there may develop a better price. 


Wt the underlying bonds of a property in receivership, espe- 
cially those which are paying their interest during the receiver- 


They are sometimes unduly depressed, and may be excel- 
lent purchases as the property nears the end of its troubles. 


ONDS of a company that fluctuate in price in very close sympathy 
with the changes in the stock of that company, are of a character 
that requires discriminating selection. 

which are expected to fluctuate rather widely, it indicates that there are 
influences affecting them that do not work strongly on those bonds which 
stand up in quotation almost regardless of what their stock does. 


ect to buy securities to use as collateral for other operations, 
buy only the very best and those that fluctuate the least. 
prices in others of lesser quality is 
too great to permit their use as collateral in most instances. 


market read at least 
In the course of 


If they are not convertibles, 


The de- 
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bonds listed on the New York Stock Exchange, the income being figured at the 
latest available selling price for lots of 20 bonds or more. They are divided into 
groups, according to the grade and character of the bonds. 


This table will appear every other month, and will prove invaluable to bond buyers, as 
well as to brokers and to all others who are called upon to select or recommend investments. 
It is presented for purposes of comparison only, and mention of a bond issue is not to 
be construed as a recommendation. Our object is merely to show the relative yield of 
different bonds of each of the several classes. 


[* the following table are arranged in order of yield the principal active issues of 


RAILROADS: 

QQ He Grade mortgage bonds, many of which are legal investments for New 

York State Savings Banks. 

Interest Price 
Description. Due. Period. Jan. 16. Yield. 
Chic., Rock Is. & Pac. ref. g. 4s............ AplL, 1934 A—O. 7634 6.04 
Texas & Pacific Ist gold Ss..........scseee. ye 2000 J.—D. 100 5.00 
Un. Pac., Ore. Short Line guar. ref. 4s...... .» 1929 —D. 90% 491 
B. & O., P. L. E. & W. Va. Sys. ref. 4s...... N., 1941 —N. 86% 4.89 
mamens City Sou. Tat © FB...ccccccccccece Apl, 1950 A—O. A 4.84 
a ag & eee EG SRR ees A = Se Ris ry 
a tne denb neck oh tad ches y., —N. ; 

a tok &. bios ©............ Ja, 1988 j—J. y 4.76 
Canada Sou. cons. gu. A 5s..........000++- O., 1962 A.—O. 104% 4.75 
Ches. & Ohio, gen. £ GAB... crscccccesccvcces Mch., 1992 M.—S. 94 4.75 
Erie, Ist cons. g. NEE Oa PR Ja. 1996 J.—J. 85% 471 
Wisconsin Central, 50-yr. Ist gen. 4s......... jl, 1949 J.—J. 471 
B. & O. Southern Div., Ist g. 34s.......... i 1925 =) 8954 4.67 
L. & N., Atl, Knox. & Cin. Div., 4s........ y., 1955 —N. 88 4.62 
Chesapeake & Ohio, Ist cons. g. 5s........ My., 1939 M.—N. 105 4.60 
Chic., Mil. & Puget Sd., Ist gu. 4s.......... a, 1949 J—J. 4.60 
Mo., Kansas & Texas, Ist g. 4s.........+++++ e, 1990 J.D. 88 4.52 
Baltimore & Ohio prior 3¥%4s................ i oe Mam 91 4.48 
Central Pacific, Ist ref. gu. g. 4s............ Ag., 1949 —A. 91% 4.47 
U. P., Ore. Ry. & Nav. con. g. 4s............ e, 1946 J.—D. 92 4.47 
Southern Pac. R. R., Ist ref. 4s.......+.+++- .- oo 7 ‘ 4 4.45 
Chic., Mil. & St. Paul, gen. 4%s, series C.... Jl, 1989 _ 101 4.42 
Northern Pac., gen. lien gold Didinsasedaces re 2047 Qu— 7 441 
Louisville & Nashville, uni. g. 4s............ 1, 1940 on ; 93% 4.40 
Atlantic Coast Line, Ist g. 4s..........++++- e., 1952 —S. 92% 4.40 
Baltimore & Ohio, gold 4s..........+++++++: 1, 1948 A—O. 933% 4.38 
Union Pacific, Ist & ref. 4s..........+++00- ie 2008 M.—S. oon 4.37 
Chic., Burl. & Quincy, gen. 4s............... ch., 1958 M.—S. 4.36 
Delaware & Hudson, Ist & ref. 4s.......... My., 1943 M.—N. ris 4.34 
Del. & Hud., Alb. & Sus., conv. 3%s........ Apl, 1946 A—O. 85 4.34 
Cent. of N. J., gen’l g. 58......--..eeeeeeee a J—J. rs, 431 
Northern Pacific, prior lien g. 4s............ a, 1997 Qu.—J. 93 4.29 
Reading Co., =. B®, Bo ccccescsceces seeesees a, 1997 —yJ. 93% 4.29 
Chic., Mil. & St. Paul, = g. 4s, series A... y. 1989 —J. 94 4.27 
N. Y, Central & Hud. Riv., gold 3%s........ ji. 1997 —yJ. rit} 4.26 
Norfolk & Western Ry., Ist cons. g. 4s...... . ae A—O. 4.25 
. Sees Ist & ref. 434s, series A....... jl. oo} Pe —J. 100 rr} 
Chic. & "Western, gen, tee na lan abe N. 197 M—N. oan 423 
Union Pacific, Ist R.R. & land grant g. 4s... Jl, 1947 J.—J. 96% 421 
(2) Collateral trust bonds selling at prices relative to the value of the underlying 
ag Rock Is. & Pac. R. R., 4e...........- N., 2002 M.—N. 52% 6.73 
Gt. Northern, C. B. & Q., coll. tr. 4s........ fl. 1921 Plan § 4] 4.70 
Lake Shore, coll. £ iis Jénemencecukwede » 1993 — 44s 
Sou. Pac. Co. gold 4s (Cent. Pac. coll)...... Ag. 1949 —D. 92% 4.42 
Atl. Coast Line, L. & N. coll. gold 4s...... C., 1952 —N. 94 4.33 
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3) Convertible bonds having no mortgage lien, whose quotations are governed 
y, bay price changes of the stock into which they =e yee 
i p< 


Ches. & PE Uk ce oses coccocdens F, 1930 81% 6.3% 
Erie—S0-yr. conv. 4s, series B.............. Apl, 1953 A—O. 74 5.66 
Erie—50-yr. conv. 4s, series A.............- Apl., 1953 A—O. 75% 5.54 
N. Y., New Haven & Hart., conv. deb. 6s.... Ja, 1948 J—J. 112% 5.23 
Balt. & Ohio, 20-yr. conv. 4448.............. a eee 927 5.09 
See? Padi Gee, GOae. SB. occ ccc ccccccesccss e, 1929 M.—S. 89% 4.98 
Union Pacific, a Nfs nacdacses as 1 ae — 91% 4.88 
Del. & Hudson, 10-yr. conv. deb. 4s.......... Je, 1916 —D. 98% 4.75 
Chic., Mil. & St. Paul, conv. 4%4s............ ji, 1932 J.—D. 101 4.37 
Norfolk & Western Ry., conv. 4%4s.......... S., 1938 M.—S. 104 4.23 
Atch., Top. & S. Fe., conv. 4s (issue of 1910) Je, 1960 J.—D. 96% 4.17 


(4) Debenture bonds most all of which are selling on a level commensurate with 
the general credit of the respective companies. 


N. Y., N. H. & H., conv. deb. 3%4s.......... a, 1956 —J. 73 5.06 
Chic., Mil. & St. Paul, 25-yr. deb. 4s........ L, 1934 — 89 4.87 
ee TS Ee er S., 1928 _ 1% 4.83 
Lake Shore, 25-yr. gold 4s. ......ccccccccees My., 1931 M.—N. 9% 4.79 


(5) Semi-investment bonds, many of which are general mortgages, often classified 
as “business man’s” investments. Income yield is reasonably definite index of relative 





wo: 

Denver & Rio Grande, Ist. & ref. 5s...... Ag. 1955 F.—A. 67% 7.50 
Chic., Rock Is. & Pac. 20-yr. deb. 5s......... Jl, 1932 —yJ. 76 7.38 
Wwreneeey ENG OEE, BOE, & Ge... ccccccceds jl, 1956 —J. 56% 7.38 
Dee BaF BA OE, Gib incccccccovecesces O., 1949 —A. 76% 6.74 
Missouri Pacific, 40-yr. g. loan 4s........ Mch., 1945 M.—S. 65 6.68 
Missouri Pacific Ist. ref. conv. 5s............ S., 1959 M.—S. 76 6.68 
St, Lacie WWE, CORE: B Gis s nc ccccscccce i 1932 J.—D. 75% 6.25 
St. Louis, Ir. Mt. & S., unif. & ref. g. 4s..... , 1929 J.—J. 78% 6.19 
N. Y., Wehes. & B, ist ser. I, 4i4s........ i hoe 7914 5.97 
Code, Ge Wee, BOE GI bic cc ccs ccccccsce > be — 72% 5.68 
St. Louis & San Fran. R. R., ref. g. 4s...... ji, 1951 J—J. 75 5.61 
Southern Ry., devel. & gen. 4s series A.... Apl, 1956 A—O. 75 5.54 
Erie, Ist cons. gen. lien g. 48..........cecee. Ja, 1996 J.—J. 74 5.43 
WOES, BOUNOUNS BNE WE SB... oc cccccccccesece O., 1952 A—O. 78 5.36 
San Ant. & Ar. Pass., Ist gu. g. 4s.......... {an 1943 rz 80% 5.31 
Wabash, 2d g S8.-.000-snogsnnasss acess "1930 “AO 5.18 
Colorado & Southern, ref. & ext. 4%4s...... My., 1935 M.—N. 91 5.16 
Sup. & Dul. div. & term. Ist 4s............ y. 1936 M.—N, 86 4.99 
Te a OE lhc he cc cscncanceas jl, 1994 J—J. 103% 4.82 

STEEL BONDS. 
Beth. Steel, Ist & ref. 5s. guar A.......... My., 1942 M.—N. 83% 6.29 
Lackawanna Steel, let g. Ss.......ccccceces Apl., 1923 A—O. 92% 6.10 
Bethlehem Steel Ist ext. s. f. Ss.........--+- Ja, 1926 J.—J. 95% 5.52 
es accemaweneuie Apl., 1940 A—O. 87% 5.42 
ED OEP, oda ccsdecccavescsdsees My., 1952 M.—N. 985% 5.08 
OS OS rae My., 1952 M.—N. 100 5.00 
U. S. Steel Corp. s. f. 10-60 yr. 5s coup..... Apl., 1963 M.—N. 101% 491 
TELEGRAPH & TELEPHONE BONDS. 
Am. Telep. & Teleg. coll. tr. 4s............ , J—J. 87% 5.21 
Pac. Teles: & Telew, let Se.......csccccecces > an J.—J. % 5.15 
South. Bell Tel. & Tel. Ist. s. f. 5s........ a, 1941 A ; 98% 5.13 
Am. Tel. & Tel., 20-yr. conv. 4%4s........... ch., 1933 —S. 96% 4.82 
N. Y. Telep. Ist & gen. s. f. 4%4s............ N., 1939 M—N. 9614 4.74 
MISCELLANEOUS INDUSTRIAL BONDS. 

General Motors Ist lien 6s............--000 O., 1915 A—O. 100 6.00 
Westinghouse E. & M. s. f. 5s. Ja, 1931 —J. 91 5.81 
Va-Car. Chem. Ist 15-yr. 5s... DR, 83 —D. 94, 5.76 
Lorillard Co. (P.) 7s........ , 1944 —O 119% 5.63 
The Texas Co., conv. deb. 6s. . Ja. 1931 JJ. 104% 5.61 
Liggett & Myers Tobacco 7s............+++. O., 1944 A.—O. 121 5.55 
Am. Smelt. See. TE ic ann inh aceon el F., 1926 F.—A. 104% 5.46 
U. S. Rubber, 10-yr. coll. tr. 6s. ..........00- D., 1918 i 103 5.29 
te Ec ncancgecansés cee Apl, 1925 —O. 97 5.29 
Liggett & Myers Tobacco Ss..............-- Ag., 1951 F.—A. 97% 5.16 
gl Dre Ag., 1951 F.—A. 99 5.06 
Am. “ DS PE: ae O., 1928 A—O. ond 4.96 
MT Ds 6.6 0600006 o5heee sence D. 1922 JJ. 101 482 











Bond Market Topics 











Monthly Bond Circulars Appear Again. 


One of the signs of the times is a goodly 
crop of bond house circulars. During the 
last year the number of issues dwindled off 
perceptibly and at one time last summer 
there were fewer than a half dozen all told. 
In good times in the investment market 
there are fully thirty bond house circulars 
every month. The houses are then doin 
business and feel like spending money with 
the printers. Investors are then puttin 
their money into bonds and the houses souk 
to make their own offerings most attractive. 
At present, after a period of months in 
which the house circular became almost for- 
gotten, there is a reawakening. Of course 
this crop of circulars early in the year is to 
be explained somewhat by the fact that a 
good deal of interest and dividend money 
was let loose and by the further fact that 
the income tax matter started things, but 
the main reason is that the bond houses 
really believed they were opportune and that 
the first indications of a better bond market 
were already here. “One swallow does not 
make a summer” nor does one good batch 
of investment literature make a good invest- 
ment market exist. The portent of better 
things is in this, however, and it is a cheer- 
ful sign to see the dealers following up 
their faith expressed lately over the improve- 
ment in conditions with their works in the 
shape of this literature. 


Investment Dealers Not Heavily Stocked. 

Although the investment dealers have ex- 
pressed their faith in improving conditions 
time and again as far back as November last 
they have moved along with great caution. 
No one was plunging to get ahead of any- 
body else by loading up with a large stock 
of new issues or making a desperate effort 
to get everything good in sight. They were 
managing their affairs in such a way that 
the really new big market would find them 
ready to take on good sized amounts of the 
wy things rather than find their shelves 
oaded with things taken on several months 
ago. The investing public is peculiar. It 
will oftentimes run after something new and 
thoroughly advertised, but apparently has 
forgotten all about some things just as good 
or better issued a few months previous. 
The bond men generally like to be in on 
the new things, so while they have been 
talking better bond market and working for 
it’ with might and main they have been 
moving very discreetly with respect to new 
issues. As much as it might be possible to 
take advantage of a very low range of prices 
in the general market in stocking up with 


new things, the dealers would rather take 
things on a strengthened market when they 
are new and fres 


and likely to go better 





through heavy advertising and wide pub- 
licity. Rather than stock up heavily 
during the dull period some of the dealers 
have been making concessions in prices 
all around in order to clear up some of 
the old accumulations. 


The Investor Reappears Among the Houses. 

With the disappearance of the real live 
and active security market many months 
ago went the individual investor. He 
seemed to go into a period of hibernation. 
He seemed to have gone back home to save 
money and wait till the storm blew over 
and the atmosphere cleared. Whether the 
constant telling that it is time again to buy 
bonds has brought him out of his retreat 
now or whether he has only temporarily 
awakened and is only looking around to 
study the signs of the times and will go 
away again for a time is a question a little 
time will answer. The fact is that some 
real, sure-enough investors have been seen 
in the financial district and the bond sellers 
have interpreted that fact as harbinger of 
the financial spring so longed for. Some of 
the bond men grew so pessimistic over the 
absence of business that they were ready to 
believe that the visiting investor species had 
almost become extinct. Nevertheless, dur- 
ing the past two or three weeks business 
men with surplus funds to invest have been 
going to their bankers for personal inter- 
views and discussion of the situation. It is 
altogether a good sign. It looks like the 
fruit of continued effort to interest them at 
a propitious time and like an appreciation 
on their part of the fact that bonds are 
really cheap and that to sit around waiting 
further for lower prices is to risk the danger 
of losing a fine opportunity. 


Brokers Starting Bond Departments. 

Dull business in stocks, a belief that 
stocks will never again create highly re- 
munerative trading, legislative hammering 
of Stock Exchange, public antipathy to 
stock trading in general and a few more 
factors working with greater or lesser in- 
tensity have started quite a movement 
among brokers who heretofore made no 
special efforts to do an investment business, 
to establish investment departments. These 
have come to the conclusion that the great 
future for them lies along the investment 
path and that ten years hence no one can 
tell what will be the condition in the stock 
trading business, while there is a reasonable 
certainty that with ten years’ hard con- 
sistent work an investment department can 
be brought to a — degree of efficiency. 
A few years ago a limited number of bond 
firms had the business to themselves and 
they grew strong and wealthy. Then the 
trust companies and national banks took to 




















the business, which pared down the dealers’ 
business and profits. Now come quite a 
few brokers who want to sell bonds also. 
They will all do some business, but it must 
be manifest to them that the more in the 
field the thinner will be the profits. The big 
houses and banks that head the big syndi- 
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cates will still get the lion’s share of the 
business. The entrance of more retailers 
will mean that everybody will have to work 
all the harder for their business and that 
the profits all around will be smaller. The 
motto in the bond business seems to be 
“There is always room for another.” 








Practical Talks to Investors 


II—The Necessity for Care in Selecting Bankers 








VERY »cisur ©! only ordinary common 
sense :s wiiliny to agree that discrimi- 
nation sioul.i be exercised in picking out 

the firm with which the investor deals. They 
all say “of course.” Straightaway a whole 
lot of them are “taken in,” as it is said, in 
about as easy fashion as the merest novice, 
by the flamboyant literature and oily tongued 
representative of Messrs. Skinnem & Doem, 
bankers. 

They do not seem to realize that handsomely 
engraved cards, beautiful stationery and at- 
tractive literature can be made or bought 
about as cheaply by the aforesaid firm of 
“bankers” as by the best houses in the financial 
world. It never occurs to them till later that 
these “bankers” can hire an expensive suite of 
rooms for a short time without spending a 
fortune. And they forget that good talkers 
are not hard to find and that after a little re- 
hearsing and the purchase of a suit of fine 
clothes they are ready to represent the bank- 
ers in the field. This is not a bit of sarcastic 
humor, but is built upon cases. Not necessary 
to mention them, but we could give names. 

Were it not for the fact that so many people 
are being constantly fooled by these mushroom 
“bankers,” whose cards might better bear the 
legend “bunkers,” this little homiletic would be 
unnecessary. As a matter of fact it is some- 
times hard enough to make a selection from 
among houses of established reputation, much 
less playing with fire in the form of upstart 
security peddlers. Have we not seen instances 


where previous magnificent reputations for 
conservatism have almost completely given 
way to the spirit of greed for profits, so that 
clients got securities that ran into frightful 
losses only a few months later? 

There is no excuse whatever for dealing 
with sellers of doubtful antecedents or nebu- 
lous position. There are too many ways to 
learn of the position of the firm that offers 
the securities and also of the character of the 
securities. It takes but a few minutes of time, 
a one paragraph letter and a postage stamp 
to accomplish the work. And it is easy to find 
a good firm. There are several dozen in New 
York alone. Some are big and some little. 
But they have stood the test of time and those 
who know the security markets can tell in- 
quirers very quickly whether Messrs So & So 
are reliable or not. Nobody is free from mis- 
takes—that is only human—but none of the 
many good firms throughout this country will 
knowingly sell their clients bad stocks or 
bonds. 

In selecting bankers it does not hold that 
the safest are the largest. The big houses 
were small themselves once. There is as much 
character in many a firm one-tenth the size 
and resources of a big house as in the greater 
organization. 

Buying securities from unknown, untried 
“bankers” means that the purchaser accepts not 
only the risk of the securities but of the sell- 
ers also. He should get a very high return 
for such great danger. 
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Low-Priced Investments 


A Selection of Promising Securities 
By VICTOR GRANVILLE 


O a moderate extent present invest- 
ment conditions are similar to 
those which prevailed in the early 

parts of 1904 and 1908. The declines in 
prices have not been as great; the liqui- 
dation in the mercantile world has not 
been as severe; and the bargains among 
stocks and bonds are no such great bar- 
gains as they were then. On the other 
hand, the congestion and inflation of 
business in 1 and 1906 called for 
more drastic remedies than any conges- 
tion or inflation which manifested itself 
in 1912. There was, therefore, in 1913 
no necessity for the more drastic kind 
of liquidation, and no reason why secur- 
ities should become so cheap as they 
were in those earlier years. In a word, 
we have here a good opportunity for in- 
vestors, even though it is not such a 
great opportunity as some others which 
have been enjoyed in recent years. 

In one respect the situation is absolute- 
ly similar. This is that earnings are now 
poor and declining just as they were on 
the corresponding dates of 1904 and 
1908. However, if the investor had re- 
fused to buy during those years until 
general business improved, and reported 
earnings became satisfactory again, he 
would not have made his purchase prior 
to October or November, by which time 
in each case the best part of the bull mar- 
ket was over, and securities, instead of 
being bargains, were selling at average 
prices. It is true enough that after con- 


ditions become unsound securities should 
not be bought heavily until the situation 


has been cleared by heavy commercial 
failures, and by general liquidation of 
current debts on the part of merchants 
and producers. Both of these things 
have now occurred, and perhaps the 
lesson of the past which is now most to 
the point is that investors in order to get 
the real bargains must buy when the sky 
looks darkest. 

Just now the horizon is certainly not 
very roseate; and among the low-priced 
rails, which appeal to the man who has a 
small capital which he is willing to take 
a moderate risk in the hope of making 
a big profit, there may be mentioned Sea- 
board common, Toledo, St. Louis & 
Western stocks, and Missouri, Kansas 
& Texas common. Of these three, Sea- 
board is probably the best bargain. The 
company has had its troubles for a long 
time, but it is now emerging from them, 
just at a time when other railroads or 
many of them seem to be getting deeper 
into trouble. 


SEABOARD AIR LINE. 


One of the most gratifying things 
about Seaboard is the way it is getting 
new business. The company’s earnings 
increased from $21,782,004 in 1911 to 
$24,527,865 in 1913, and they are still 
making gains. Very few roads are now 
showing gains in both gross and net, for 
the fiscal vear 1913 was a boom year in 
the railroad business, and it is pretty dif- 
ficult to go above its high records of 
earnings. However, the Seaboard serves 
a territory which is now developing 




















rapidly, and which was less hurt than 
most of the other territory of the United 
States by the poor crops of 1913. 

At the present rate of growth the com- 
pany’s yearly net earnings after taxes 
would be about $7,624,300, and even 
after allowing for an average increase 
in fixed charges, the surplus for divi- 
dends would be almost $2,100,000. In 
short, at the present writing Seaboard 
preferred is earning at the rate of 8.31 
per cent. against 3.60 in 1912, and 7.65 
in 1911; and the common is earning at 
the rate of 2.88 per cent., as compared 
with nothing in 1912 and 2.36 in 1911. 


CLOVER LEAF. 


Toledo, St. Louis & Western is in a 
somewhat different position. It is mak- 
ing an excellent showing at the present 
time in both gross and net earnings, but 
really the most important question about 
it, and in fact the question on which the 
future of the stock hinges, is whether the 
increase in gross since June 30 is merely 
a matter of chance, or whether it is the 
result of greater efficiency in the com- 
petition for new business. Indications 
are that it is the latter; and if this be 
true it means that the preferred stock has 
an earning power of about 5 per cent., 
and the common of about | per cent. 

The company in recent years has suf- 
fered from two principal causes: First, 
from the purchase of $14,420,000 Chi- 
cago & Alton common, and $6,480,000 
preferred, through the issue of collateral 
trust bonds; and second, from the lack 
of normal growth in gross earnings. The 
interest on the bonds with which the 
Toledo purchased these Alton stocks is 
about $461,080 per annum; and, as the 
stocks themselves no longer pay any divi- 
dends into the Toledo treasury, this is 
a dead loss. The parent company ap- 
parently does not even get any additional 
traffic through the control of the Alton. 
Its purchase was one of Mr. Hawley’s 
deals, and Mr. Hawley has left many 
monuments to himself in the shape of 
lamentable trades which served to so en- 
tangle the properties he controlled that 
it will take a few decades and a few 
tens of millions to untie the knots. 

But the Toledo is apparently becoming 
strong enough to carry the burden with- 
out effort. Gross earnings for the first 


LOW-PRICED INVESTMENTS. 








291 





five months of the current fiscal year 
showed a gain of 16.8 per cent., and this 
big gain makes it possible to carry every 
ton of freight at a smaller expense. Thus 
it is that net earnings after taxes for 
five months were $627,214 against $449,- 
226 a year ago. Maintenance of way 
has been decreased a little as compared 
with last year, but on the whole the show- 
ing is remarkably good, and it may be 
that Clover Leaf has turned the corner 
toward improvement. Favorable traffic 
arrangements with the Erie and Chesa- 
peake & Ohio have helped to pull the 
road out of the hole. 


M. K, & T. 


Missouri, Kansas & Texas has not yet 
had a chance to show what it can do. 
Gross earnings have been increasing fast 
enough, but during recent years the com- 
pany has had to lay out a great deal of 
money conforming to new laws enacted 
by the State of Texas—to say nothing of 
meeting the big wage increase which 
took place in 1910. On these accounts 
it looks superficially as if no progress 
were being made, but, in fact, this is 
untrue. Expenses and charges will prob- 
ably not increase as fast as they have in 
the past, because the wage boom has 
apparently about terminated and the 
State of Texas is now more friendly 
toward the railroads. 

Earnings on M., K. & T. common for 
the fiscal year ending next June promise 
at the present rate to be only about 0.61 
per cent., as compared with 2.84 per 
cent. the past year; but this is only the 
poorest half of the story. The benefits 
of the large increase in gross earnings 
should soon begin to go into surplus for 
dividends, instead of into additional 
wages and State-imposed expenses. Dur- 
ing the past five years this road has 
shown a gain of 39 per cent. in gross 
earnings against an average of about 21 
per cent. for other roads. This growth, 
if continued a little longer, should pull 
the operating expenses down from an 
average of 73 per cent. of gross earnings 
to about 69 per cent. Such an economy 
would enable the common stock to earn 
between 3% and 4 per cent. Thus, while 
the immediate future of M., K. & T. 
common is perhaps not as good as that 
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of the above two stocks, its more distant 
future is decidedly attractive. 


STREET RAILWAYS. 


Among the more prominent low-priced 
street railway stocks, probably none 
are more attractive than Interborough- 
Metropolitan common and Third Ave- 
nue. The big asset of the Interborough- 
Metropolitan Co., which is a holding 
concern, is the Interborough Rapid 
Transit Co. The latter controls the sub- 
ways and elevated systems of New York, 
and has contracts with the city for the 
operation of new subways—contracts 
which were so shrewdly drawn that they 
will probably prove to be something of 
a burden for the municipal government, 
and a corresponding boon to the Inter- 
borough-Metropolitan. Nor should it be 
overlooked that during the street railway 
reorganizations which have taken place 
in this a Aredon. # recent years the Inter- 
borough-Metropolitan got rid of all its 
mndeuirable properties and has left noth- 
ing but plums. 

Its traffic the past year was 634,316,561 
passengers against 607,244,697 in 1912, 
and 339,104,820 in 1905. Moreover, this 
traffic keeps right on growing in good 
years and bad at an annual average rate 
of nearly 38,000,000. Earnings available 
for dividends on Interborough-Metro- 
politan preferred increased from 1.77 per 
cent. in 1907 to 6.83 per cent. the past 
year; and there is hardly a doubt but 
that they will keep right on growing. 
Of course, it is figured that the new sub- 
ways will lose money for the first two or 
three years, but it remains to be seen 
whether this was merely a calculation for 
driving a sharp bargain with the city, or 
whether it is the real expectation of in- 
siders. At any rate the increase in traffic 
promises soon to give the preferred stock 
an earning power of over 8 per cent., and 
common stocks always advance faster than 
preferred stocks. the basis of earn- 
ing power and assets Interborough pre- 
ferred should be worth between 65 and 
75 and the common between 20 and 25. 

The Third Avenue Co. as now con- 
stituted is too young to show its real 
earning power, but it is significant 


that for the eleven months ended with 
November, 1912, gross earnings were 
$8,752,235, whereas the gross earnings 





THE MAGAZINE OF WALL STREET. 


of the entire Third Avenue system, in- 
cluding its subsidiaries, were only $7,- 

062,777 in 1911 and $6,085,449 in 1910. 
The company is more than earning the 
5 per cent. interest on its adjustment 
bonds, and it will take but a short time 
to provide for necessary improvements 
and reserve funds. After that, earnings 
will be available for dividends; and the 
growth in total business makes Third 
Avenue common quite promising. 


INDUSTRIALS. 


Among the industrials two of the most 
promising at current prices are Baldwin 
Locomotive and Railway Steel-Spring. 
Baldwin earns only about 10.42 per cent. 
on its stock against 10.50 for the Amer- 
ican Locomotive common, but the former 
has the advantage in that its earnings do 
not fluctuate so widely, and its stock is 
therefore more stable. It produces an 
average of about 35 ner cent. of all the 
locomotives turned out in the United 
States. This fact, taken together with 
the output of the United States for the 
calendar year 1913, and with other fac- 
tors, indicates that Baldwin common 
earned about 16% per cent. the past year, 
as compared with 11.49 in 1912. Such 
earnings surely make it look cheap in 
spite of the depression of general busi- 
ness, 

Railway Steel-Spring is in a better 
position than other industrial and equip- 
ment stocks, because its earnings depend 
more upon repairs to old equipment and 
less upon purchases of new. The more 
railroads have to economize the more 
they will repair old cars and locomotives 
instead of buying new. This company 
manufactures railway springs, steel tired 
wheels, locomotive and car wheel tires, 
and other parts of railway equipment. 
It is estimated that the company’s surplus 
earnings for 1913 were about $1,420,000 
and this is equivalent to 10.5 per cent. 
on the preferred, as compared with 12.77 
in 1912, and to 3.5 on the commor, 4s 
compared with 5.77 in 1912 and 0.22 in 
1911. The lowest price of the common 
stock in 1911 was 26, and it has recently 
sold below that figure. 

Among the coppers Ray Consolidated 
looks particularly attractive. During the 
first three-quarters of the year the com- 
pany produced 38,741,200 pounds of cop- 
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per and made thereby surplus earnings 
of $2,070,470. Even allowing for the 
fall in prices the last quarter and for the 
smaller production, earnings for the year 
should prove to be about $2,670,000, 
which is equivalent to $1.67 per share on 
the total number of shares, including 
those reserved for converting the bonds. 
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Moreover, the company has been work- 
ing in low-grade ore much of the year, 
and operating at less than capacity. Un- 
der favorable conditions the stock should 
be able to earn between two and three 
dollars, and even present earnings should 
make it worth a good deal more than it is 
now selling for. 








How to Select Safe Mining Stocks 


Practical Points for the Small Investor 
By ARTHUR PRILL 
(Third Article.) 








[The practical points contained in this article are worth many dollars to the mining inves- 
tor. Mr. Prill, as U. S. Deputy Mineral Surveyor, has surveyed thousands of mining claims, 
edited camp newspapers, incorporated and reorganized mining companies and sold stock in 
them, and has been customers’ man and correspondent for one of the largest curb brokers in 
New York. He knows the How, the What, the Why and Wherefore of the mining business 


from A to Z.—THE EDITOR.] 


OSSESSING knowledge of condi- 
tions at twenty different mines, 
you can plan a campaign to get in 

on their profits and avoid their losses. 

Your guiding principle will be “divide 
your risks.” Were you in personal con- 
trol of any one property it might pay to 
put all eggs into one basket and to watch 
that basket, but a small investor in a far- 
away town is handicapped by his dis- 
tance from the scene of actual operations 
and by his usual inability to direct the 
management. It may, however, be noted 
that the wealthiest and most successful 
mining development companies, not only 
of this country but those guided from 
London and Paris, work a number of 
properties at the same time. 

The advantage of such a course is two- 
fold: one failure is averaged out by suc- 
cesses elsewhere; and the dividend pay- 
ers carry the non-producers during de- 
velopment. Place your minimum op- 
erating capital at five hundred dollars. 
No one whose income does not permit 
the saving of that amount has an 
economic right to venture into the field 
of investment. If you do not earn 
enough money, develop yourself along 


the lines of your employment or busi- 
ness; trying to get rich quick is an ab- 
solutely certain method of remaining 
hopelessly poor. The fakers make 
eighty per cent. of their income from 
persons who bring forward the only fifty 
or a hundred dollars that they own. 

If this article is to do any good at all 
it must convince you that you cannot do 
business without a fair amount of cap- 
ital, so I'll tell you that I have worked 
in two of the best paying mines in the 
country and have as United States Dep- 
uty Mineral Surveyor surveyed some 
thousand mining claims, which have 
never returned one cent to their owners; 
the majority of these claims never saw 
a stroke of work after I had removed 
my transit. I have edited a camp news- 
paper, incorporated and reorganized min- 
ing companies; sold stock in these; have 
been customer’s man and chief corre- 
spondent for one of the largest curb 
brokers in New York, and have written 
market letters for others; have handled 
European financial news in Paris for a 
New York daily, and the result of this 
very varied experience is: Men and 
women who make small investments at 
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irregular intervals, without a definite 
plan and without thorough knowledge 
of the securities which they buy, LOSE. 


ESCAPING “BUCK-FEVER.” 


Careful study of one or two mining 
camps will also help you to escape that 
curious excitement, a sort of buck-fever, 
which seizes most people in “boom” 
times. Familiarity with the issues tends 
to prevent excitement over sudden de- 
velopments. Play calmly; buy or sell 
for a reason, not because others are do- 
ing it; never just “take a chance.” 

If you have not yet made a success as 
an investor, consider yourself a mere 
beginner and select a staid old producing 
camp for your first study. Your broker 
will furnish you with a record of the price 
fluctuations of the principal issues there 
for the last ten years. Study these; 
watch for a chance and try to buy and 
sell with just enough profit to cover com- 
missions. It is much harder than it looks 
and the training will be invaluable. 

Later leave half your money in proven 
mines and risk the balance on such as 
have not yet yielded dividends nor pos- 
sess a reserve of safe ore blocked out. 

As an example, Inspiration is today 
an absolutely safe issue: the mine has 
about fifty million tons of copper ore 
blocked out and the profits thereon can 
be calculated with certainty for any given 
price of copper. Chino and Ray are other 
similar examples. 

Your headwork in such a case will 
come in, in buying when copper is quoted 
at thirteen cents and selling when the 
metal jumps to sixteen. The only way 
to do this will be to study the copper 
market. You cannot win by pure gam- 
bling because the percentage, the com- 
missions, are against you. Some of the 
best mathematicians in the world have 
tried to figure out ways to beat percen- 
tage games; they failed because the 
thing is essentially impossible. 

Human nature is so constituted that 
we won’t believe such things till we have 
tried them. Years ago, when Reno was 
wide-open, I passed two hours an even- 
ing five evenings a week for six months 
in certain gambling halls there. I con- 


centrated on one game, roulette, played 
the smallest permissible amounts with 
extreme care and according to definite 


plans as nearly as I could to cover the 
laws of chance. These tables I selected 
were “straight”; I was no green sucker 
stopping off an eastern train for a chance 
shot; yet at the end of the six months I 
was out two hundred and fifty dollars. 
I saw that those who played without any 
system at all lost far more rapidly than I. 
You cannot beat a percentage. 

To prove this fundamental fact 
further, ask any mining broker with an 
office big enough to hide things, to let you 
examine his books either directly or 
through a chartered accountant, offering 
at the same time liberal bond through a 
bonding company that you will not use 
any information so gained to his detri- 
ment. You won’t get at those accounts ; 
he cannot possibly let you at them be- 
cause they do not exist in the form they 
should. We have been muckraking for 
five years and curb brokers have re- 
mained human in spite of all the ink in 
the world. They do not have to sell or 
buy in accord with the small investor’s 
orders because that little fool beats him- 
self out of his own money. All the 
broker needs to do is to “charge” up 
purchases, sales and commissions. 

If any reader or group of readers of 
the MaGazInE OF WALL StrREeT wants 
to try it and can pay for the experiment, 
I'll start a new brokerage firm tomor- 
row, find an existing firm within 
twenty-four hours who will let me deal 
through their curb man; I do not even 
need an office, only enough orders to 
make it worth their while and they will 
split the profits, that is, the capital and 
commissions of my clients, with me. 
No law can stop a fool from fosing his 
money; he must stop being a fool. 

“Where, then,” you ask, “are you to 
deal?” Through a Big-Exchange broker 
who keeps an active curb department and 
whose capital and reputation are well 
defined. Even then, aim to buy most of 
your stocks outright, never touching 
anything with less than a fifty per cent. 
margin and planning to pay up the bal- 
ance with the profits of some previously 
begun transaction. 

I do not wish to imply that curb brok- 
ers are in many cases dishonest: actual 
crookedness is no more common there 
than elsewhere if you give due considera- 
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tion to the psychological factors of their 
position. Mere law does not make a deed 
wrong ; laws are often contradictory and 
sometimes themselves positively wrong. 
Therefore many men in the mining busi- 
ness cannot see that bucketing is wrong. 
It is illegal and justly so (to my mind) 
because it tempts, if it does not lead, to 
positive malpractice, but the mere ac- 
ceptance of the sucker’s money by way 
of free gift, although the sucker does not 
intend it so, does not hurt every con- 
science. 

Further, the average curb broker is 
doing business on inadequate capital, and 
no matter how upright his intentions he 
may by a run of bad luck of many pos- 
sible varieties go to the wall. Your 
money in his hands would certainly be 
lost in the scuffle. Last, but not least, 
he is, no matter what his protestations, 
directly interested in some mine; that’s 
his business and you cannot blame him. 
It may be a very promising mine, but 
you cannot tell anything about it, for 
he lets out only such news as suits his 
plans. He will use every effort to switch 
your money into that development and 
whether you obey or not, his successful 
continuation in business is dependent 
either upon the majority of his clients 
winning in that mine, or, in losing all 
they have there. In either case the vicin- 
ity is unhealthy for your bank account. 

GET ACQUAINTED. 

When you hold a few shares of each 
of half a dozen different companies in 
your tin box, watch the camp paper for 
names of shift bosses or other assistants 
about the properties in which you are 
most interested. Get acquainted; you 
can afford to be generous; after the first 
reply send a little present, not for the 
value of the thing, but to show your at- 
tention. A box of cigars cannot go 
wrong. Let me give you a hint: the two 
scarcest things in a mining camp are 
women and fresh fruit. Send a pretty- 
girl calendar or poster; he’ll hang it on 
the wall of his cabin at the foot of his 
bunk and think of you often; or send 
three dollars to any Sacramento, Cal., 
grocer and order him to ship a box of 
oranges direct to the camp. You must 
make friends in this business because 
money is not worth as much here as in a 
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city. Of course you will allow him a 
cash bonus for any information he may 
wire you that proves useful, but a little 
good-will beats many dollars in the hills. 

You are not asking him to do anything 
underhand; you merely want to know 
as soon as anyone in New York or Pitts- 
burgh when a fire burns a part of the 
mill or when the shaft runs into ore or 
the vein is lost on the sixth level. If you 
get the wire only five minutes ahead of 
the crowd in the city broker’s office you 
should make three or four hundred per 
cent. on what money you risk. It will 
take time to build up your information 
system, but its worth the trouble. 

Keep an eye on big stock exchange 
doings, too. Average curb prices follow 
the big board and except in special cases 
there is no use of trying with your few 
hundred dollars to buck the hundred mil- 
lions a block up the street. Do not read 
brokers’ market letters; they are written 
with an object and will only tangle your 
ideas. Watch actual prices and physical 
developments. When you are in doubt 
as to the general trend, wait. 

In particular cases avoid every stock 
which is boosted by clever literature. If 
a prospectus contains attractive argu- 
ments rather than solid facts, let that is- 
sue alone. In every case inquire of the 
main office or through your private in- 
formation system what they can say in 
reply to the following questions: 

From whom did the present owners 
acquire the property ? 

hen? 

At what price? 

How was that price paid? 

What was the amount of development 
at that time? 

What is the amount now? 

How much stock has been sold? 

How has the money been spent, or 
where is it? 

Who is in actual charge? 

Where has he worked before? 

How far ahead have working plans 
been decided upon and what are they? 

You will not learn all of these things 
from the same person, nor many of them 
easily, but unless you find it possible to 
learn them somewhere—hands off. They 
are even more fundamental than size of 
ore-deposit or assay sheets. A poor 
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prospect or worked-out mine will often 
strike an unexpected chute or pocket of 
high grade, but intentionally crooked 
management, or management which finds 
it necessary to cover up its tracks, will 
never give you a chance. 

The earmark of the fakir is his readi- 
ness to foretell the future. No one can 
look into the ground any farther than 
the end of the drills, and when these 
have actually blocked out commercially 
valuable bodies of ore, no advertising 
campaign is necessary to enlist capital 
for mere reduction. If a man tells you, 
“T have a little ore and believe that when 
we dig deeper we will get more,” then 
if the commercial end of the transaction 
is fair, conditions of the district may 
warrant you in helping to dig. 

By the commercial end I mean the 
proportion of the total present value of 
the property, which you are asked to pay 
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for your interest. If the prospect is cap- 
italized at a million dollars, even five 
cents a share might be too high a price 
to pay, for that would place the valua- 
tion at $50,000. If the promoter paid 
$5,000 cash, spent $3,000 on immediate 
development and equipment and $2,000 
in advertising, he got it at one cent a 
share and is asking you too much for 
his good will and energy; a cent and a 
half a share would leave him a huge 
profit at this stage. 

Calculate the value of every issue as 
you would that of a consignment of 
shoes ; trust no one’s assertions but check 
up new situations by old facts, and of 
course keep in live touch with facts. 
Make mining a business and you may 
find it so interesting and so profitable 
that you will give up everything else 
for it and make it your lifework. 

(The End.) 








Of Interest to Security Owners 
Proposed Stockholders’ Union 








T a recent meeting of the New York 

Chamber of Commerce, Mr. Herbert 

A. Scheftel, of J. S. Bache & Co., 
introduced the following resolution: 

“Resolved: That a committee of five be 
appointed by the president of this Chamber 
for the purpose of considering the advisabil- 
ity of sending a letter to every corporation, 
in order to get an expression as to the 
feasibility of forming an organization of the 
holders of stock in the different railroad and 
industrial corporations of the United States, 
for the protection of the business interests 
of the country.” 

In explaining the peaeen of the resolu- 
tion Mr. Scheftel said: 

“At the present time, stockholders in our 
railroads and in many of the industrial com- 
~—y: are suffering from adverse legislation, 

have no way of i ves 
forcibly heard in protest. It seems to me 
that the time has come for the organiza- 
tion in this country of the stockholders of 
the various industrial and railroad enter- 
prises, for the purpose, by a systematized 
campaign, making many of our public 


men realize that they cannot themselves be 
successful unless they work on constructive 
lines for the conservation of the rights and 
interests of stockholders—that is, for the 
protection of the business of the country. 

number of stockholders in corporate 


enterprises in the United States is computed 
to be in the neighborhood of several millions 
—a great army, without leaders, whose 
hundreds of millions of dollars worth of 
property—much of it owned in small blocks 
of stock by people of moderate means—is 
suffering to an enormous extent from legis- 
lative attacks and hostile laws.” 

Mr. Scheftel informs us that the attention 
attracted from stockholders throughout the 
country by this proposition has been sur- 
prising and gratifying, so that.there is no 
doubt of the success of the movement, in 
one form or another. He has been deluged 
with letters from owners of securities favor- 
ing the idea and expressing their willingness 
to subscribe to any sort of association for 
the protection of stockholders. 

He estimates that in addition to about one 
million stockholders, there are over seven 
million holders of life insurance policies 
who would be affected by any act which 
would influence the value of securities. 

At present this vast army of investors— 
nearly one-tenth the population of the coun- 
try—is unorganized and hence powerless to 
protect its own interests or to influence 
public sentiment. 

This is certainly a move in the right direc- 
tion and it is to be hoped that stockholders 
will take hold energetically to assist in the 
protection of their own interests. 

















Which Kind of Stock is Best? 


By RICHARD D. WYCKOFF 
1V.—The Telephone and Telegraph and the Equipment Stocks 





AVING previously considered the 
merits of railroad, steel and 
copper stocks, we shall now dis- 

cuss, somewhat briefly, a number of 
groups of securities which represent cer- 
tain important industries, such as Tele- 
phone and Telegraph stocks. 

In this classification we have Ameri- 
can Telephone & Telegraph, Western 
Union, Pacific Telephone & Telegraph, 
also the Mackay Company, which holds 
control of the Postal Telegraph & Com- 
mercial Cable systems. 

The big American Telephone & Tele- 
graph Company is a consolidation of all 
the Bell companies in the United States 
and Canada, including the New York, 
Pennsylvania, New England, Chicago, 
Cumberland, Southern, Northwestern, 
Southwestern, and Mountain States com- 
panies, in addition to those named above, 
and the Western Electric Company, 
which is the manufacturing department 
of the combination. 

The Bell companies in the United 
States did a gross business of $200,000,- 
000 in 1912. Out of this $66,000,000 
was put back into the properties. Fifty- 
two hundred central offices are connected 
by thirteen million miles of wire above 
and below ground—enough to reach 
around the earth at the equator five hun- 
dred and twenty times. 

By its absorption of the Western Un- 
ion Telegraph Company, the American 
Telephone Company has greatly widened 
its field and improved its facilities, adding 
additional wire mileage on land and un- 
der the sea; enlarging traffic by offering 
more liberal terms, added conveniences 
and other inducements. 

Left to itself it would be difficult to 
set a limit on the future growth and earn- 
ing power of the American Company, for 
President Vail is quoted as looking for- 
ward to the time when ninety per cent. of 
the country’s business will be transacted 
by wire. But just at this point of great- 
est hope for the future, there is thrust 
into the situation the possibility of gov- 


ernment ownership—a factor which jn 
the period of three months from Septem- 
ber to December, 1913, knocked seventy 
million dollars off the market value of 
the stock. 

While the proposition is as yet in a 
very hazy state, there is considerable ap- 
prehension among holders of the stock, 
particularly in view of the unfortunate 
experience of the English telephone 
companies which were taken over by the 
government at what was considered an 
extremely low figure. 

Those optimistically inclined in this 
matter may say, “Such a thing is all 
talk,” but see what has already happened 
to the express companies as a result of 
the Parcels Post! 


DIAGRAM 
SMOWING THE GROWTH UN 


SUBSCRIBERS’ STATIONS 


JAN. 1, 1876—JAN. 1, 1913. 
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EARNINGS OF THE EQUIPMENT GROUP OF STOCKS. 


Es deka ated sine 1907 
Am. Locomotive, com............ 18.1 
Am. Car & Foundry, com........ 20.1 
Pressed Steel Car, com.......... 13.3 
Railway St. Springs, com...... 8.6 
Am. Steel Foundries............ 14.0 
DE Uh cds cageadwessiacesdas 11.6 


1908 1909 1910 1911 1912 1913 


111 —3.1 13 73 0. 17.7 

238 26 66 71 25 4.1 
—58 77 55 O1 08 
—13 53 60 O03 58 
03 O1 61 -—15 46 

98 109 116 93 87 9.3 








Threatened with a dissolution suit, 
the Telephone Company has bowed to 
the wishes of the administration. It will 
dispose of its holdings of Western Un- 
ion and let down the bars to independent 
telephone companies. Just how this will 
affect earnings cannot be estimated. 
Owning the long distance phone lines 
will remain an important advantage, but 
much may be lost by the severing of the 
close relations which in recent years 
have been so productive to both compa- 
nies and so satisfactory to the public. 

Another factor, wireless telegraphy 
and telephony, looms up as an additional 
menace to both land and cable lines. The 
Marconi Company is already on a very 
live and growing commercial footing. 
Its fifteen cent rate on cable messages 
has forced a reduction in Western Un- 
ion tolls, and the day is undoubtedly ap- 

roaching when cables will be as obso- 
ete as ferries. 

The Western Union has favorable 
traffic arrangements with the Marconi 
Company, for the interchange of marine 
messages, but the Marconi has well 
equipped stations all along the coast and 
passes its messages along to the point 
nearest their destination, then relays over 
the Western Union land lines. 

There are also great possibilities in 
wireless telephony, which late in 1913, 
was successfully tested over a transat- 
lantic distance of 4,000 miles. It is dif- 
ficult to say just what form such compe- 
tition would assume, as some years must 
elapse before this enterprise is put on a 
commercial basis. 

Summing up the situation, the tele- 
phone and telegraph business of this 


country is splendidly organized is sound- 
ly financed, is built way ahead of re- 
quirements, and has many unreported 
equities, but we are unable to figure def- 
initely on its future. We do not know 
whether the government will acquire the 


companies or not; nor at what price; 
nor whether the government will build 
competitive lines; nor what the wireless 
will accomplish, nor the effect of parting 
with the Western Union and letting in 
the independent companies. 

In view of all these factors, the out- 
come of which no one can foresee, we 
are forced to the conclusion that these 
telephone and telegraph stocks are not 
among the best at present. 


V.—The Equipment Stocks 


IX stocks of more or less prominence 
form what is known as “the Equip- 
ment Group,” listed on the New 

York Stock Exchange. These are: 
American Locomotive. 
American Car & Foundry, 
Pressed Steel Car. 

Pullman. 
Railway Steel Springs 
American Steel Foundries 

The Pullman Company owns and op- 
erates drawing room, dining and sleep- 
ing cars throughout the country, under 
contract with the railroad companies. In 
this respect it differs from the others in 
the group, but resembles them inasmuch 
as it also manufactures street and rail- 
road cars and sells them to other com- 
panies. 

The Railway Steel Springs and Amer- 
ican Steel Foundries make, among other 
things, parts which are used in the con- 
struction and repairing of rolling stock 
and are therefore partly dependent upon 
the demand for reight and passenger 
cars. The other three companies in par- 
ticular, and, in fact, nearly all of the 
equipment companies derive more busi- 
ness from the freight than the passenger 
department of the roads. This is also 
true of the railroad companies them- 
selves. 

Reviewing the history of the equip- 
ment group for several years past, the 
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first impression we form is that the earn- 
ings of these companies fluctuate vio- 
lently, with the exception of Pullman: 

Reading these figures vertically, we 
note that the equipment business has not 
been good since 1907, the showing in 
that year and part of 1908 being due to 
the boom of 1906, which created a great 
demand for more engines and cars. 

To get at the governing facts of this 
industry we must go beneath the surface 
and ascertain the basis of demand. The 
equipment companies are dependent 
upon the railroads. A certain portion of 
their orders came from trolley compa- 
nies whose business is more stable, but 
the steam railways turn the scale toward 
the double shift or the half time sched- 
ule in the car shops. 

Railway traffic rests primarily upon 
the size of the crops, which not only 
yield a large tonnage, but which, when 
turned into cash, put billions of dollars 
into the hands of those engaged in agri- 
cultural pursuits. Out of every hundred 
people who are definitely occupied in 
this country, thirty-seven are engaged in 
agricultural work. As the crops are 
moved to market, a large initial traffic 
is created, and when these billions in 
money are distributed among millions of 
farm owners and workers, an immense 
purchasing power develops, setting in 
motion the wheels of enterprise in every 
direction. As soon as the farmer sells 
his crops he buys furniture, clothing, 
fuel, farm wagons, autos, and all the 
thousand things that other people buy 
when they have money. The goods 
must be shipped over the railroads. 
Thus a second kind of traffic is created 
—merchandise. 

Busy factories must employ many 
hands, and with the greater wage distri- 
bution comes another class of purchasing 
power which again enlarges the demand 
for merchandise and yields still more 
traffic for the railroads. The final result 
is a call for additional cars, engines and 
other equipment with which all these 
things may be moved. 

But while a railroad strives always to 
provide all necessary equipment to carry 
the freight which is offered, an excess of 
rolling stock also has its disadvantages. 
The life of a freight car being somewhere 
about ten years, a considerable waste 
arises from having too many of them 
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standing idle on the sidings. The same 
is true of too many unemployed engines 
in the roundhouses. For this reason the 
management of the railroads closely 
watch the condition of the crops and the 
the trend of general business for the pur- 
pose of anticipating the demand for 
equipment and providing accordingly. 

The vertical declines which are char- 
acteristic of this winter’s railroad reports 
were undoubtedly foreseen several 
months ago, for equipment orders in 1913 
were the smallest in years. Compared 
with the previous year, the showing is 
poor indeed: 


1912. 1913. 
Rails (tons).......4,500,000 1,500,000 
- Aye ee 225,000 125,000 
BE Sen sisdees 5,000 3,000 


Earnings of the equipment companies 
for the fiscal year ending June 30, 1914, 
should be poor, which merely goes to 
prove what we have already explained 
with regard to the dependent character 
of the business. 

Companies which make parts used in 
repair work, such as the American Steel 
Foundries, Railway Steel Springs, etc., 
suffer less in bad years than those which 
turn out the complete cars or engines, 
for the reason that when general busi- 
ness is slack the roads economize by re- 
pairing their old and worn rolling stock 
instead of buying new. 

The abundance or scarcity of capital 
available for railroad extensions and im- 
provements also has great bearing on the 
equipment business. Likewise the indi- 
vidual credit of the respective roads. 
Just at this time the credit of all the 
roads is presumed to be more or less in 
the hands of the Interstate Commerce 
Commission, which will soon come to a 
vital decision on railroad rates. The po- 
sition of the New Haven, which is said 
to require $22,000,000 worth of equip- 
ment, but lacks the credit and the funds, 
illustrates another phase of the equip- 
ment business. 

While lower priced steel and other 
materials will enable the equipment com- 
panies to reduce costs, it is unlikely that 
there will be any greater margin of profit 
in the business than heretofore, because 
the railroad purchasing agents will ex- 
pect to get the lion’s share of the benefit. 

The equipment common stocks have 
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never been highly productive in the way 
of dividends to shareholders nor in their 
market responses to intermittently good 
earnings. We regard them at present as 
unsatisfactory for either the speculator 
or the investor. They pay little or noth- 
ing in the way of dividends and their 
future is not especially promising, unless 
Congress passes a bill compelling the 
railroads to replace all their wooden 
passenger cars with those of steel con- 
struction within a time limit of, say, five 
years. This would give a new impetus 
to the car-building business and yield to 
those companies making steel passenger 
cars a very satisfactory profit. 

The manufacture of wooden passenger 
cars has practically ceased, but it will 
make a vast difference to the railroads 
and the car companies whether or not the 
roads are allowed to wear out their old 
wooden cars. To replace these within a 
short time would put a heavy burden on 
the railroads, but, on the other hand, it 
would mean a boom in the business 
of companies like the American Car & 
Foundry, Pullman and Pressed Steel 
Car, which are the largest producers of 
steel passenger coaches. 

It is estimated that, if the railroads 
are compelled to replace their wooden 
coaches (which now number nearly 
50,000) within five years, they must 
obligate themselves for an average of 
$120,000,000 a year. Should ten years 


be allowed the annual increase in obliga- 
tions would average $60,000,000. That 
this might bankrupt some of the roads 
and further assist in reducing the divi- 
dends of others is a matter with which 
a radical Congress is not likely to con- 
cern itself. It will probably be argued 
that the railroads seldom have difficulty 
in selling their equipment notes, by which 
operation the cost of steel cars would be 
spread over a long period. But the waste 
entailed in disposing of forty or fifty 
thousand wooden coaches would prob- 
ably receive scant attention. 

However, we are not now discussing 
the difficulties of the railways but the 
prospects for the Equipment Stocks. 
Those of the companies last mentioned 
should be excellent purchases if any of 
the Steel Passenger Coach bills go 
through. But if nothing out of the ordi- 
nary occurs to change the course of the 
equipment business, we should regard 
these common stocks as possessing little 
attractiveness. The exception is the 
Pullman Palace Car Co.—a big earner 
and a periodical melon-cutter. But in 
these days of State and Government con- 
trol it is not safe to buiid too broadly 
upon the past record of any corporation. 


(Series to be continued.) 


[NOTE.—The term “Equipment Stocks” 
should not be confused with Equipment Notes 
or Bonds, the latter being obligations of rail- 
road companies.] 








Thrift and Efficiency 
New Movement in This Direction by the Y. W. C. A. 








HE Young Women’s Christian Associa- 
tion of the United States has recently 
inaugurated a movement to encourage 

thrift, efficiency and systematic handling of 
money and personal affairs by the young 
women who are members of that or- 
ganization. 

This covers the choice of employment, 
planning personal and household expendi- 
tures, saving and handling of money, and 
other similar matters. Bulletins are to be 
prepared and timely articles published in 
the press, talks to be given (some illus- 
trated with lantern slides) and courses of 
training are to be offered to different classes 
of women, adapted to their requirements. 


One feature of special interest is the 
establishment of a Savings Fund by the As- 
sociation. Each member is furnished with 
a personal account book covering ordinary 
receipts and expenditures for various pur- 
poses, and with a savings book similar to 
those used by the savings banks. Deposits 
are accepted on this k from 5 cents up 
to the limit of five dollars. When the sav- 
ings reach five dollars the depositor is ex- 
pected to open an account with an ordinary 
savings bank, where interest will be paid. 
The Y. W. C. A. will not pay interest on 
these small sums, but will merely aid mem- 
bers in forming the habit of systematic 
saying. 




















Earnings and Dividends 


The Position of Standard Stocks Viewed in Perspective 
By GEORGE C. MOON 








OW-PRICED stocks have an attrac- 
tion for many people. The moving 
influence is the fact that a number 

of shares can be bought at no larger out- 
lay than the price of a single share of 
a high-class stock. Sometimes the idea 
is a good one, but it will not do to act 
in a haphazard manner. Often the low- 
priced security is approaching dissolu- 
tion after passing through an indifferent 
existence for years. r it may have 
prospects ahead that justify faith in its 
future. 

One should carefully look into the facts 
and analyze them. There is always a 
reason why such stocks should be selling 
at low figures. If it is due to some draw- 
back, which is likely to be overcome in 
time, a profitable purchase might be 
made. Should the reverse be true the 
security should be shunned. It is usually 
possible to find out what the trouble is, 
if the necessary steps are taken. 

With that idea in mind, this chapter of 
the series of articles discussing the rela- 
tive merits of different stocks will be de- 
voted to a number of low-priced stocks 
that are most frequently traded in. 


ERIE COMMON. 

N° dividends have been paid on Erie 

common. Expectations that the 
stock was in line for payments of that 
nature in the not distant future have 
been growing for several years, but actu- 
ally such distributions are probably 
farther off than some have supposed. 
According to the graphic, the line of 


1906 


Com 





earnings shows a decided improvement 
in net for the fiscal year 1913. Before 
that earnings see-sawed around a small 
general average percentage on the com- 
mon. 

More recently, in common with other 
roads, Erie is reporting small earnings 
and, unless there should be an unex- 
pected change for the better, will prob- 
ably close its 1914 fiscal year with about 
1 per cent. earned on common. Large 
sums have been expended in double 
tracking and other improvements and 
increased fixed charges will have to be 
met during the year. All this outlay 
will have its future earning power and 
means a great deal for the future, but 
it will take time to develop. 

There are two issues of preferred—first 
and second—that have to be cared for 
before the common can be considered. 
Whatever improvement the future may 
bring must possess satisfactory assurance 
of permanency before common can rea- 
sonably be expected. 


AMERICAN WOOLEN, 


MERICAN WOOLEN common 

has never received dividends, and, 

as will be seen by its graphic, none were 
justified in the eight years it covers. 
There is a heavy issue ($40,000,000) of 
7 per cent. preferred having priority over 
the common—the amount of the latter 
being one-half of the preferred issue, 
viz., $20,000,000. The company reduced 
the volume of common from $40,0000,000 
to $20,000,000 in 1911 by canceling some 
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treasury stock and by purchase of shares 
in the open market. 

In some years, illustrated in the 
graphic, there were no sums charged for 
depreciation. Had this been done the 
official figures, from which the graphic 
is drawn, would make a poorer exhibit 
than is given in the graphic. 

As the effect of the recent tariff 
changes in the duty on wool and woolens 
is yet to be determined, there is much 
left to conjecture respecting future prof- 
its. It is, however, certain that there 
must be some readjustments in trade con- 
ditions of the industry, which will require 
time for their consummation. Until that 
is accomplished it is impossible to fore- 
cast the outcome. Official statements of 
earnings, etc., have never furnished much 
data upon which to base calculations, 
which adds to the uncertainty of the 
situation. 


LAKE ERIE & WESTERN. 


AKE ERIE & WESTERN is con- 
trolled by the Lake Shore through 
an ownership of a majority of both the 
common and preferred stocks secured in 
1889. Between 1896 and 1908 dividends 
were paid on the preferred at various 
rates—the last payment being 1 per cent., 
and was made in 1908. 

As is true of nearly all the preferred 
stocks of railroad companies, the pre- 
ferred of this road is non-cumulative as 
to dividends. Consequently the opera- 
tions of each year have no fixed charge 
in that connection. The preferred can- 
not be retired by the company. 

The amount outstanding is $11,840,- 
000. The present market price of the 
stock is a good index of its early pros- 
pects at least. 
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NATIONAL ENAMELING & STAMPING. 


"THE _— of National Enameling 

& Stamping common does not re- 
quire any special comment. It tells its 
own story. 

The poor results have been continuous 
for years and are a source of keen dis- 
appointment to the stockholders, who 
were sanguine of better returns because 
of the few dividends paid soon after the 
inception of the company. Holders of 
the preferred have fared better, as the 
7 per cent. on that issue has been paid 
in full. 

The future does not offer much in the 
way of encouragement for the common 
stock. It has a most dubious outlook. 
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PRESSED STEEL CAR. 


"THE graphic of Pressed Steel Car 

common siiows that very serious 
changes have taken place in the status of 
that stock since 1906. In both 1906 and 
1907 the amount of net earned on the 
common was satisfactory and the results 
of those two years have since been 
pointed to as indicating possibilities 
which might again be attained. 

The poor results of 1908 were, of 
course, a reflection of the depression due 
to the panic, but the recovery since then 
has never approached the percentage 
earned in the first two years plotted in 
the graphic. It will be seen that there 
has been a diminishing volume of net in 
recent years and a very unfavorable 
presentation is made by the exhibit. The 
apparently good showing of 1909 is 
swollen by income from a sale of Cana- 
dian Car Company stock held in the 
treasury, otherwise the revenue for the 
year would place the figures at approxi- 
mately the same level as for the preced- 


ing year. 








EARNINGS AND DIVIDENDS. 


The ratio of profit has been decreasing, 
and it is to this fact rather than to the 
volume of gross income that the present 
unfavorable situation is due. Profits 
have been gradually lessening in that 
manner for some years until the propor- 
tion of net to gross is estimated at about 
5 to 6 per cent. With such a slender 
margin to work on, slight occurrences 
are apt to make an inroad on the surplus 
that may be severely felt. 

There are good reasons for expecting 
an increasing use of steel cars in the 
future, due to their greater safety, and 
it is quite probable that the volume of 
the company’s output will grow much 
larger; but, unless the percentage of 
profit can be boosted, the position of 
the common stock, in respect to divi- 
dends, is not likely to be greatly im- 
proved in the near future. 

The last dividend paid on the common 
stock was in 1904, when 3 per cent. was 
paid. A feature of the preferred stock, 
which is ahead of the common, is that 
the 7 per cent. dividends are non-cumula- 
tive. Hence a couple of prosperous years 
might materially alter the status of com- 
mon much earlier than otherwise would 
be the case. 


SLOSS-SHEFFIELD. 


RGANIZED as a Southern enter- 
prise exclusively, Sloss-Sheffield 
has had a most varied career in the 14 
years since incorporation. The graphic 
shows how uneven the line of earnings 
has been during that period. At no time 
during that time have earnings on the 
common left a satisfactory margin except 
in one year. 

The company has been particularly 
unfortunate at times, being severely hit 
by the depression incident to the panic 
and also from losses through floods. 
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Possessing an extensive plant and large 
ore and coal properties, under normal 
conditions the affairs of the company 
should again regain the ground lost in 
recent years. Pig iron conditions have 
an important influence on the company’s 
welfare. Just now they are not encour- 
aging. 

In the past the company has followed 
a liberal policy in making dividend dis- 
tributions, and should opportunity offer 
will doubtless continue it hereafter after 
the effects of the new tariff schedule are 
properly demonstrated. At present the 
situation is surrounded with some un- 
certainties. 


MISSOURI PACIFIC. 


gysssouri PACIFIC occupies an 

interesting position, chiefly be- 
cause of an impression that its new head 
will succeed in bringing order out of 
chaos. The task is not a light one, and 
is made more difficult by financing prob- 
lems that must be solved if success is to 
come. 

The unpopularity of the securities of 
the road is partly illustrated by the 20 
per cent. basis at which the company’s 
notes are now quoted and partly by an 
apprehension of trouble ahead for the 
property. ; 

It cannot now be stated with any ac- 
curacy what the outcome will be of the 
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present efforts to rehabilitate the prop- 
erty. It is certain, however, that the 
uncertainties which now surround the 
enterprise are too serious to be disre- 
garded. 


INTERNATIONAL PAPER. 


BAK dividends on International 

Paper preferred now remaining 
unpaid amount to 22 per cent. The 
stock is entitled to 6 per cent. cumulative 





dividends, but the full rate was only paid 
in three years, shortly following the 
company’s organization. The present 
rate is 2 per cent. annually, which has 
been the rate paid since 1909. 

Changes in the closing date of the 
fiscal year make a close comparison be- 
tween the earnings of each year plotted 
in the graphic difficult, but the results 
shown will be found sufficiently accurate 
for all practical purposes. 

The removal of the former duty on 
news-print paper has taken away some 
of the advantages formerly enjoyed by 
the company. This, it is reported, may 
cause the company to start manufactur- 
ing that product in Canada. But such 
action, if taken, would not dispose of 
the competition which is likely to arise. 
Ahead of the preferred are three bond 
issues aggregating about $15,500,000, 
bringing the total capitalization to a very 
high figure for the volume of net income. 


Eugenics 


HORTLY after a new administration took hold 
of a well known Southern railroad a great num- 
ber of claims were preferred against the com- 





“PORK ACTIVE.” 





pany on account of horses and cattle being killed 
along the line in Kentucky. To make matters worse, 
it appeared that every animal killed, however worth- 
less it may have been before the accident, invariably 
figured in the claims subsequently presented as being 
of the best blood in Kentucky. 

One day, in conversation with one of the road’s 
attorneys, the president became very much excited 
in referring to the situation. “Do you know,” he 
exclaimed, poten om down his fist on the desk, by 
the way of emphasis, “I have reached the conclusion 
that nothing in Kentucky improves livestock so 
much as crossing it with a locomotive?”—E-xchange. 








The special announcement on page VII will be likely to interest you. 
It is something “different.” 
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SOUTHERN PACIFIC. 
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Monthly Net Earnings 





HIS table gives the returns of the principal railroads down to latest dates available, and 
should be studied in connection with the “Bargain Indicator,” which shows annual results 
and the “Investment Digest,” where other details of earnings will often be found. 


Stock outstanding 








(in millions). 
Current Change from Fiscal yr. Gop from 

month. last year. to date. sc. yr. Pref. Com. 
Atch., Top. & S. Fe....... Nov. $3,568,115 —$542,611 $16,962,568* —$941,895 114 194 
Atlantic Coast Linet.......Nov. 989,008 +122,977 2,805,626* —181,243 ee 67 
Baltimore & Ohio.......... Nov. 1,588,513 —1,132,916 12,479,670 —1,220,080 59 1$2 
Boston & Maine........... Nov. 632,198 —117,242 5,029,394 —1,010,103 3 39 
Buff., Rochester & Pittsb. .Nov. 256,784 —4,130 1,645,322* +142,215 6 10 
Canadian Pacifict ..... -++-Nov. 4,888,246 +630,107 22,984,615* +249,182 74 260 
Central of Georgia...... .-Nov. 373,838 +9,070 1,660,284* —137,109 15 5 
Central R. R. of N. J..... Nov. 1,028,573 —64,181 5,681.256* —683,007 None 27 
Chesapeake & Ohio........ Nov 936,289 +74,247 5,122,165* +104,996 eee 62 
Chicago & Altont.......... Nov 83,053 —102,573 1,214,189* —448,265 19 19 
Chic., Burl. & Quincy......Nov. 2,957,744 —709,464 16,446,801* —556,879 None 110 
Chic. Gt. Western......... Nov 240,528 —91,785 1,685,519* —143,763 44 45 
Chic., Mil. & St. Paul..... Nov. 2,770,575 — 367,837 14,041,846" —2,286,793 116 116 
Chic. & Northwesternt..... Nov. 1,900,961 —359,937 11,678,760* —669,370 22 130 
Cleve., Cin., Chic. & St. L..Nov 166,414 —761,830 3,703,332 —3,994,087 10 47 
Colorado & Southern...... Nov. 348,990 —245,970 1,823,728* —489,014 Ist, 8; 2d, 8 31 
Delaware & Hudson....... Oct. 804,278 +1,601 7,813,480F +865,099 None 42 
Del., Lack. & Western..... Nov. 1,514,573 +49,296 7,087,862* —39,020 None 42 
Denver & Rio Grandet..... Nov 667,724 —121,811 3,203,821* —304,429 49 38 
PE unde Sesvecvscccesves Nov. 990,313 —407,263 6,044,902" —1,831,409 Ist, 47; 2d,16 112 
Se ED cccccccesccce Nov. 3,704,749 —504,469 18,899,377* +407,153 209 None 
Hocking Valley ........... Nov. 185,449 —74,251 1,375,477* —41,551 None 11 
Tilinois Centralt .......... Nov. 1,017,105 +104,766 5,101,529* +427,004 None 109 
Kansas City Southern...... Nov 406,276 +7,396 1,756,664* —71,378 21 30 
Lake Erie & Western...... Nov 90,195 —70,907 1,032,330+ —235,720 11 11 
Lake Shore & Mich. So....Nov. 667,994 —1,028,868 15,183,350 —1,828,310 None 49 
Lehigh Valley ............ Nov. 1,102,360 —190,916 6,088,234* —893,255 eee 60 
Lemg Falan€$ .cccccccccces Nov 80,967 —47,222 2,517,249F —224,181 None 12 
Louisville & Nashville..... Nov. 1,439,734 —93,798 7,318,909* +136,076 None 72 
Michigan Central ......... Nov. 459,913 —420,623 7,964,679 —1,057,510 None 18 
Minn. & St. Louist........ Oct. 257,498 —44,060 964,646* —64,459 5 15 
Minn., St. P. & S. S. Mariet . Nov. 724,552 —351,271 3,288,084" —1,113,459 12 25 
Mo., Kansas & Texas...... Nov. 959,718 —310,425 4,472,070* —801,398 13 63 
Missouri Pacific] ......... Nov. 1,592,168 +146,121 7,584,487* +193,818 None 82 
National Rys. of Mexico§..Nov. 69,623 —2,518,281 832,216 —9,864,419 Ist, 57; 2d,240 149 
N. Y. Cen. & Hud. River..Nov. 2,065,222 —857,487 27,227,173  +1,208,596 None 225 
N. Y., Chic. & St. Louis... .Nov. 263,139 —192,917 2,396,396F —752,776 Ist, 5; 2d,11 14 
| Y., N. H. & Hartford...Oct. 1,896,320 —520,360 7,825,917 —2,102,946 None 157 
Y. On. & Westernf....Nov. 92,189 —96,948 1,168,111* —292,473 None 58 
Norfolk & Western........ Nov. 1,224,435 —34,532 6,487,834" §—306,782 22 103 
Northern Pacific .......... ov. —435,221 13,635,006* —764,11 None 248 
Pennsylvania R. R.t....... Nov. —572,819 37,286, 273t —845,175 None 493 
Pere srquettet PETS Nov. 7,433 783,3 —790,523 12 14 
Pittsb., Cin., Chic. & St. L.t.Nov. —455,510 5,709,293 —3,838,860 27 37 
Reading Companies —835,53 8,259,558 —3,796,634 Ist, 28; 2d, 42 70 
Rock Island Eines —166,315 432,999 —l, 136, "415 49 90 
Seaboard Air Linet 42,340 2,586,305* 21 23 37 
St. Louis & San. —183,864 5,111,108* +230, 998 ist, 4; 2d, 15 28 
St. Louis Southwesternt +6,288 1,382,823* —448,381 19 16 
Southern Pacifict —508,043 20,137,161* —3,101,281 None 272 
Southern Railway +126,430 9,136,664 —267'808 60 120 
Texas & Pacific..... ° ts 2,317,222* 517,932 None 38 
Tol., St. L. & Western. +5,782 627,214* 177,988 10 10 
Union Pacificf ......... —45$3,180 17,473,090 —1,759, 327 % a6 

WET. 5 cacccescecce —113,505 3,612,616* —333, 130 3 
Western Maryland ... ‘ —132,130 46,46 —181 "478 10 49 
Wheeling & ke Erie..... : Nov 242,425 +4,268 1,247,649* —173, "380 Ist, 4; 2d, 11 20 

~ *Fiseal year ends June 30. tFiscal year ends Dec. 31. tNet earnings are ater deducting taxes 
§These returns are in Mexican currency. {Includes the St. Louis, Iron Mtn. & Southern. 





























The Investment Digest 








HE items below are condensed from leading financial and investment publications 

and from official sources. Neither “The Magazine of Wall Street” nor the authori- 

ties quoted guarantee the information but it is from sources considered trustworthy. 

We endeavor to present in a few words the essential facts in regard to each company. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net “ 


Allis-Chalmers—ORDERS have fallen 
off about 25%. Officials say that the situa- 
tion is too uncertain to be predicted. 


American Agricultural Chemical.—FER- 
TILIZER SITUATION has_ improved 
radically with higher prices and overproduc- 
tion checked. Now better than at any time 
for 8 yrs. The smali producers have had 
to stop price cutting and the large Cos. are 
getting the benefit of more stable condi- 
tions. Understood that Hayden, Stone & 
Co. have bought between 5,000 and 10,000 
shares of pfd. stock from the banking syndi- 
cate which underwrote $6,000,000 of this 
stock a yr. sgo, representing unmarketed 
stock left in syndicate’s hands. Believed 
that a quick distribution of this stock can 
now be made. 


American Beet Sugar.—SALES up to 
Dec. 1 were nearly ” of production of yr. 
ending Mar. 31 next. In 1913 it was Aug. 1 
before Co. had sold its carryover of 530,000 
bags from prev. yr. This yr. it will have 
practically no sugar on hand at end of manu- 
facturing season. Yr. will show comfort- 
able surplus above 6% divs. on pfd. but very 
little on com. 


American Can.—NET EARNINGS 1913 
will be about equal to 1912, or over 15% 
on pfd. stock. umored that officials are 
working on a plan of dissolution which 
would be acceptable to the government. 
Time for filing answer to government suit 
has been extended to Jan. 31, 1914. 


American Ice.—EARNINGS FOR 1913 
were 11.12% against 2.47% in 1912, 3.97% in 
1911, 3.22% in 1910 and 7.37% in 1909. Ac- 
cumulated pfd. divs. now amount to $8,000,- 
000 in arrears. Gross sales were $1,850,000 
over prev. yr. and increase in net was $1,- 
350,000. ithin 10 yrs. business has been 
transformed to a manufacturing industry 
by building of plants for artificial ice. Di- 
rectors decided to use earnings for new 
plants instead of divs. (Stock of this Co. 
is practically all owned by American Ice 
Securities Co.) 


American Light & Traction. — YR. 
ENDED NOV, earnings were at rate of 
25.5% on com. stock, or more than 5 times 
= requirements on pfd. stock. Detroit 

as, a sub-Co., is now selling more gas than 
can be produced. Plans are drawn and site 
purchased for one of the largest and most 


modern gas plants in the country. Ford 
Motor wiil displace its present steam equip- 
ment by a gas engine plant of 28,000 h. p., 
the largest in the world, using Detroit City 
gas. 


American Linseed.—YR. 1913 was best in 
Co.’s history, showing surplus of $496,000 
against deficit of $478,000 in 1912. fficials 
think general conditions have seen low tide 
and that after a short period things will 
begin to improve. 


American Public Utilities——-NET IN- 
COME yr. ended Oct. 31, 1913, was $1,030,- 
540. This leaves a surplus above pfd. divs. 
of $220,000. 


American Smelting & Refining.—YR. 1913 
roved disappointing owing to situation in 
ee al where % to % of Co.’s interests are. 
Com. divs., however, were fully earned in 
first 6 mos., but depreciation charges were 
cut from $1,209,000 in 1912 to $588,000 in 
1913. First half of yr. operations were 75% 
capacity, second half about 50%. No de- 
struction of Co.’s property in Mexico, so 
that profits have been merely deferred. It 
owns 28 mines in Mexico. 


American Steel Foundries—YR. 1913 
probably earned 5% on stock, which is pay- 
ing 2% yrly. Granite City plant closed ow- 
ing to lack of new orders. Pres. says will 
curtail operations further if the railroads do 
not soon resume buying. 


American Sugar. — DISSOLUTION 
SUIT was reported compromised, but a 
hitch has arisen in negotiations. However, 
those in position to know believe settlement 
will yet be arranged. For 1913 balance 
earned on com. will be about 3.5% against 
divs. paid of 7%. It was poorest yr. for 
20 yrs., but raw sugar is now below cost of 
production and upward swing in ~— 
market is probable after March 1. If Co. 
does business in 1914 on an advancing mar- 
ket it will earn its com. div. easily enough. 


American Telephone & Tel h.—SEP- 
ARATION FROM WESTE UNION 
not definitely worked out. Government 


will allow Co. plenty of time. Loss to Am. 
Tel. on the W. U. stock will probably not 
exceed $4,500,000. As Am. Tel.’s surplus 
for 1913 will be about $105,000,000, the loss 
will not be serious. Ownership of W. U. 


has cost Co, about $500,000 yrly., since its 


310 


acquirement of $28,000,000 stock late in 
1909. This separation will give Co. a clean 
bill of health under Sherman law and will 
leave it at peace with both government and 
the independent companies. Co. will not 
do any financing in the near future. Cash 
balance now about $30,000,000. 


American Woolen—EARNINGS FOR 
1913 will probably equal 1912 when 2.1% 
was earned on com. stock. Co. was the first 
to reduce prices on spring goods for 1914, 
10% to 12%. This increased new orders, 
raising production about 20%. Mills are 
now running about 60% capacity. 


Assets Realization —DIV. PASSED. Had 
been 1% quarterly. Pres. Cobe says 
“Agreements being signed by creditors pro- 
vide extension of obligations 1 yr. with priv- 
ilege of another yr. Co. agrees to provide 
$1,000,000 additional funds which will be on 
parity with extension notes taken by unse- 
cured banks. Shareholders requested to 
subscribe for extension notes equal to 10% 
of par value of shares.” 


neg 250000 MOS. si ry. r. show 
about A against s ast yr. 
In 5 mos. ended Nov. 30, Co. earned 4.4% 
on com. stock. Last yr. California Citrus 
crop was about % of normal, while this yr. 
75% or 80% is indicated. Extensions and 
improvements are practically at a standstill 
as circumstances are not considered favor- 
able now. 


Atlantic Coast Line—RUMORED that 
road will dispose of its 367,200 shares of 
Louisville & Nashville which are deposited 
as security for $35,000,000 bonds outstand- 
ing and call the bonds. Not confirmed, but 
— railroad men say it looks prob- 
able. 


Atlantic, Gulf & West Indies—NET 
PROFITS 10 mos. ended Oct. were over 
90% ahead of same pees a yr. ago. Man- 
agement believes 1914 will be fairly suc- 
cessful yr. and that any recession in earn- 
ings will not continue beyond first quarter. 


Baldwin Locomotive—FOR YR. 1913, 
2,025 locomotives were built against 1,618 
in 1912. Locomotives were exported to 
Brazil, Cuba, China, Canada, Chile, Nicar- 
agua, Peru, Mexico, Colombia, Japan, Por- 
to Rico and to other countries of Central 
and South America. Average employees 
in 1913, 15,813. About 11,000 now. 


Baltimore & Ohio—INCOME AC- 
COUNT, 6 mos. ended Dec. 31, shows bal- 
anc of 3.06% on com. stock against 4.9% 
corresponding mos. of 1912. Operating ex- 
penses included above $1,200,000 damage in- 
cident to floods of prev. fiscal yr. Regular 


divs. of 2% semi-annual on pfd. and 3% on 
com. were declared. 

Bangor & Aroostook.—EARNINGS show 
sharp recovery, and would permit restora- 
tion of 4% divs. if desired. Last July follow- 
ing a strike, semi-an 
2% to 1%. 


div. was cut from 
Deal between Maine Central 
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and Boston & Maine may prove a steppin 

stone towards merger of Maine Central an 

Bangor & Aroostook, which is regarded as 

ane inevitable. (See Boston & 
aine. 


Bethlehem Steel.—YR. 1913 was doubt- 
less best in Co.’s history. Plant is running 
over 80% capacity, some departments 90% 
Probably had the best yr. of any important 
steel co. Surplus for com. for yr. 1913 un- 
derstood to be 25% to 30%, after payment 
of 5% on pfd., in spite of fact that es. 
tion charges were ,000 more than prev. 
yr. C. M, Schwab owns more than 80,000 
of the 150,000 pfd. shares outstanding. 


Boston & Maine—RECEIVERSHIP for 
Co. has been avoided as the $10,000,000 5% 
notes maturing Feb. 1 will be taken care of. 
Co. is to sell to Maine Central 100,000 
shares of Maine Central stock, which will 
be retired. For these shares Maine Central 
will pay in its refunding consolidated mort- 
gage 5% bonds, which B. & M. will be able 
to sell without difficulty. With February 
maturities taken care of it is believed that 
June obligations of $17,000,000 can be suc- 
cessfully handled. By that time Co. should 
receive some benefit from higher rates and 
operating economies. 


Later: Above plan was found contrary to 
Maine laws. Notes will probably be extended. 


Brooklyn Rapid Transit—FISCAL YR. 
endin une next will show modest 
growth. For 5 mos. increase in receipts 
has been at rate of about $550,000 yrly., and 
Co. is saving 75% of additional gross for 
net. 


California Petroleum—NEW WELL 
RECENTLY DISCOVERED in Midway 
field in California, has been flowing at rate 
of 8,000 bbls. in 24 hours, now increased to 
10,000 to 12,000 bbls., about twice what was 
expected. Co. will show surplus of over 
$100,000 after depreciation, development ex- 
penses and divs. of 7% on pfd. and 2%% 
on com. It is known that British interests 
are very anxious to extend their foothold 
in California field. 


Canadian Pacific.—PROGRAM OF CO. 
has included total expenditures of $40,000,- 
000 last yr. on railway, shops, hotels, sta- 
tions, coal mines, irrigation projects, etc. 
About $11,000,000 has been spent on ay 
rigation project east of Calgary and $3, 

000 more will be spent. Conditions now 
quiet in western Canada with falling off in 
real estate speculation. 


Nee Clinchfield & Ohio.—GROSS 
EARNINGS are now at rate of $12,000 a 
mile and operating ratio is 42%, lowest for 
any road in the country. A 35 mile exten- 
sion to connect with Chesapeake & Ohio 
at Elkhorn, Ky., is under construction, 
which will open a new outlet to the north 
for Co.’s coal and a new gateway with 
a route between middlewest and 
south, 


- 














Central Leather—COMMON DIV. of 
2% has been declared, but arouses little en- 
thusiasm. This div. is thought to have been 


forced by a pool in New York which has 
30,000 or 40, shares of stock bought be- 
tween 35 and 40. Directors have planned 
to offset the div. by a sinking fund to take 
up $750,000 of the $36,743, first mort- 
gage bonds yrly. Sole leather industry is 
in a healthy condition. Free leather makes 
no difference to Co. 


Chesapeake & Ohio—EARNINGS for 5 
mos. equaled 3% on stock. Traffic has been 
steady with gross for 5 mos. $474,000 over 
last yr. and operating expenses $369,000 
higher. Increase in expenses largely due to 
higher wages. o. must meet $28, 
maturing notes next spring. Nature of ‘the 
financing has not been decided. 


Chicago & Alton.——FOR YR. 1913 Co. 
showed wiehcit of $1,883,000 after charges 
againt $308,000 in 1912. Gross revenues 
were $717,000 over obaa0 yr. but expenses 
increased nearly $2,000,000. There were un- 
usually heavy charges for deferred mainte- 
nance, and a considerable increase in inter- 
est charges. (Controlled by Toledo, St. 


Louis & Western.) 
Chicago, Burlington & Quincy.—BET- 
TERMENTS since 1908 have neenend to 


$20,187,000. In the last 6 a $17,206,000 
has been spent for new rolling stock and 
equipment. (Owned jointly by Northern 
Pacific and Gt. Northern.) 


Chicago & Eastern Illinois—RECEIV- 
ERS p> in 5 mos. ended Nov. 30, 
$740,000 more on maintenance than last yr. 
When receivers took hold last May road 
had 7,000 bad order cars and 100 locomo- 
tives. All the locomotives have been put in 
shape and all the cars that are needed for 
use. The decline of $683,000 in the net 
earnings is all accounted for by increasea 
maintenance and $50,000 additional. Trans- 
portation ratio did not rise in spite of de- 
lays and other expenses caused by the 
heavy maintenance and improvement work. 


Chicago, Milwaukee & St. Paul.—IN- 
COME FOR 5 mos. to Dec. 1 was enough 
to cover pfd. and com. divs. and leave a 
margin of about $2,000,000, in spite of a 
decrease of about $500,000 in gross for Nov 
Increase in expenses was $1,792,000 over 
last yr., of which $1,500,000 was for heavier 
maintenance. Net for 5 mos. was $2,450,000 
below last yr., a decrease equal to 2% on 
com. stock. Development along the Puget 
Sound extension has quieted down, owing 
to business depression. 


& Northwestern. —EARNINGS 
5 mos. of current fiscal yr. were more than 


half div. requirements or full yr. Large 
amount of grain in Co.’s territory yet to 
be moved, as farmers are holding. No new 


financing for immediate future. 


Pneumatic Tool—RECORD 
ING BUSINESS first 11 mos. of 


BREA 
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1913. 


Regular quarterly div. 1%, payable 
Jan. 


Cincinnati, Hamilton & D n.—D EFI- 
CIT for yr. ended June 30, 1913, was $1,- 
643,000 against $617,000 in 1912. Mainte- 
mance expenditures were $413,000 more 
than 1912. Operating ratio was 80% against 
77% in 1912. Annual report offers no spe- 
cial encouragement to security holders. 


Cities Service—CONSOLIDATION of 
Doherty p gronestios has ~y. eeoreves. Co. 
will acquire Utilities Imp. Co. and Consol- 
idated Cities Light, Power & Traction Co. 
Co. will then own sub-Cos. with aggregate 
gross earnings over $17,000,000, from which 
more than twice the div. requirements will 
apply on the enlarged pfd. capitalization 
of Co. 


Colorado Fuel & Iron—BALANCE 
SHEET as of June 30 last shows some im- 
portant changes. Value of prope oy in- 
creased $19,398,000, cash increased $737,000, 
inter-company stocks and bonds come 
$7,900,000, while accounts and bills receiv- 
able held by sub-companies decreased $2,- 
274,000. These changes were partially bal- 
anced by an increase in funded debt of 
$24,453,000. Profit and loss balance in- 
creased $828,000. Surplus available for 
divs. was $1,727,000. 


Colorado & Southern.—DIV. will prob- 
ably be passed this yr. In 1912 1% was 
paid. Coal strike in Colorado has serious- 
ly reduced earnings. 


Consolidated Gas—GAS OIL RE- 
QUIREMENTS for 1914 have been con- 
tracted at 5%c. a gal., an advance in price 
of 2c., which means $1,100,000 larger oper- 
ating expenses and a reduction in balance 
for divs. equal to over 1% on the stock. 
However, Co. will doubtless continue to 
earn twice its present 6% divs. 


Corn Products—GOVERNMENT SUIT 
makes slow progress. Government is col- 
lecting evidence throughout the country. 
Not known when hearings will begin. 


Delaware, Lackawanna & Western.— 
FOR YR” 1913 Co. earned between 41% 
and 42% on its stock, against 39% in 1912 
and 39.2% in 1911. Additions and better- 
ments in 1913 were about , which 
is a normal expenditure. Co. did biggest 
business in its history in 1913. 


Denver & Rio Grande-—COAL STRIKE 
has greatly reduced earnings, also a bliz- 
zard on Colorado lines. Strike still unset- 
tled. «ea 


Diamond Match—YR. 1913 will show 
about 11% earned on stocks, insuring con- 
tinuance of 7% divs. This compares with 
coreinge of 13.2% in 1912 and 12.6% in 


Distillers’ Securities —PRICE OF SPIR- 
ITS has advanced 2c. a gal., which means 
an increase of over $1 ,000 ytly. in rev- 
enue, equaling 3% for com. stock. 
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Erie—IMPROVEMENTS AND BET- 
TERMENTS in last 5 yrs. have cost $32,- 
269,000, of which $8,729,000 has been 
charged to surplus earnings. Underwood 
became president in 1901. Gross earnings 
were then $39,102,000, against $62,647,000 in 
1913, but freight train miles were 13,300,000 
in 1901, and were reduced to 12,937,000 in 
1913. This means that tons hauled per 
train mile increased from 400 in 1901 to 612 
in 1913. Double tracking to Chicago, now 
well advanced, will give Co. the lowest 
“= direct line between Chicago and N. 

. and in freight neither of the other big 
roads can compete on equal terms. How- 
ever, Erie carries a bonded debt of $84,000 
per mile of road operated and controlled, 
which is 2 to 4 times the bonded debt of 
other low-priced rails. Com. stock is not 
likely to get divs. for several yrs. after dec- 
larations on the two pfd. stocks, owing to 
above heavy charges. : 


Federal S —DIV. PASSED on com. 
stock. Initial disbursement on com. was 
made Jan. 29, 1912. Reg. div. of 14% de- 
clared on pfd. 


General Chemical—YR. 1913 showed 
ood results. Profits first 9 mos. were $2,- 
00,000, equaling 10.5% on com. after pfd. 
div. requirements. 


General Electric—INCOMING BUSI- 
NESS has been growing slower since July, 
but balance for stock will probably exceed 
14% for 1913. Outlook for 1914 is not ee- 
ciall ood. Orders on hand about 
000,00: while yr. 1912 began with $15, 
000 on hand. Actual sales in 1913 were 

111,500,000 against $102,934,000 in 1912. 

orking forces are now 8,000 below high 
point of 1913. 


General Motors.—GROSS SALES have 
been increasing at rate of over 25%, com- 
pared with 1942, 


Great Northern. — INCREASE IN 
GROSS wil be about $2,000,000 for Ist 
half of fiscal yr. Co. originates over 90% 
of its bus. and the growth of communities 
scattered along lines has furnished most 
of the increased traffic. Construction of 
line across Montana is proceeding slowly 
and will probably be completed in 2 or 3 

s. at cost of about $15,000,000. Hill lines 

ave 2 steamships under construction 
which will reach Frisco at low cost. 


Great Northern Ore—ROYALTIES 
from U. S. Steel for 1913 $5,533,000. This 
is next to the last payment as contract will 
be abrogated Jan. 1, 1915. This equaled 
$4.35 per share on Ore Co.’s capitalization 
against $3.69 last yr. 


d Transit—(Sub-CO. 
etropolitan) — GROSS 
Dec. 31 increased 
at rate of yrly., against increases 
of 1 262 in yr. ended June 30 last and 
$1,479, prev. yr. Banking syndicate has 
marketed all but $1,000,000 of the $30,000,- 
000 5% Interborough bonds. 


Interborough 
of Interborough- 
INCOME 6 mos. ende 
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International Agricultural Chemical.— 
REVALUATION OF PROPERTY under 
new management shows decrease of $5,- 
125,000 in book value of plant and equip- 
ment and decrease of $2,872,000 in current 
assets, leaving a book deficit of $1,357,000. 
Pres. Fleming says: “Net earnings for fis- 
cal. yr. were $766,000, including $102,000 as 
Co.’s share of undistributed earnings of cor- 
porations in which it is interested through 
part eng of stock.” Consumption of 
fertilizer in S. east of Mississippi has 
increased from 3,000,000 tons in 1503 to 
over 6,000,000 tons in 1912. Principal busi- 
ness of Co. is confined to 4 southern states 
in cotton belt, which consume 50% of fer- 
tilizer used east of Mississippi River. 


International & Great Northern.—GROSS 
EARNINGS for 6 mos. to Dec. 31 declined 
13.7% from prev. year. For fiscal yr. ended 
June 30, 1913, Co. declared 5% on pfd. stock 
This yr. no action has been taken as yet, 
owing to absence of Frank Gould. 


International Nickel—BUSINESS for 9 
mos. ended Dec. 31 has been ahead of last 
yr. Trade reaction was not felt until Dec. 
Earnings last yr. equaled 11.8% on com. 
stock. Co. has arranged plan of stock sub- 
scription for emloyees by monthly instal- 
ments. 


International Paper—NEWS PRINT 
PRODUCTION will be further reduced in 
1914 owing to Canadian competition. It 
is policy of management to transfer pro- 
duction from newsprint to other lines in 
which there is more profit. Outlook for 
newsprint in 1914 is not auspicious. If Co. 
earns present 2% div. on pfd. it is all that 
can be expected. 


Kansas City, Mexico & Orient.—DE- 
CREE OF SALE issued by Judge Pollock. 
It is said reorganization plan will require 
about $10,000,000, with assessment of $252 
on every $1,000 bond, and will provide 
about $4,500,000 for completing line Wichi- 
ta to Kansas City. 


Laclede Gas—EARNINGS -are running 
at the rate of 8.56% on stocks against 8.4% 
in 1912. Prospects are fairly good and 
work will probably be started on the pro- 
posed by-product plant as soon as busi- 
ness conditions improve. 


h Valley—SALE OF $10,000,000 
4.4% nds brings total outstanding to 
,639,000. Part of proceeds will pay off 
000,000 bonds due Apr. 1. Co. earned 6 
mos. divs. in first 4 mos. of fiscal yr. Regu- 
lar semi-annual div. of 5% on com. and 5% 
on pfd., payable Jan. 10. Hereafter divs. 
will be declared quarterly. 


Island—NUMBER OF COM- 
MUTERS has increased over 56% during 
east 3 yrs. Present population of Long 
sland is about 2,500,000 or 25% of popula- 
tion of State. 

















Massachusetts Gas. — INCREASING 
COST of manufacturing gas without any 
increase in selling price has resulted in de- 
éreased earnings for 2 successive mos., de- 
erease for Nov. being over 12%. 


Missouri, Kansas & Texas.—EARN- 
INGS are declining, partly as a result of 
floods in Texas. inter wheat is in excel- 
lent condition and sentiment is cheerful in 
regard to prospects Ist half of 1914. 


Missouri Pacific—MAINTENANCE is 
still above normal, but has been reduced 
somewhat to meet decline in gross earn- 
ings. Since new management took charge 
in 1911 between 32% and 34% of gross has 
been expended in maintenance and the 
ratio is still above 31% against normal re- 
quirements of between 28% and 30%. 


National Lead—BUSINESS IS NOR- 
MAL, according to an official of Co. 
Ground lost in some lines has been made 
up in others. No special signs of improve- 
ment but earnings well maintained. 


New York Central. — CONSOLIDA- 
TION PLAN has been agreed to by more 
than $59,000,000 of Lake Shore Collateral 
Trust 34% Bonds, leaving about $9,000,000 
to come in in order to make the plan effec- 
tive. Effect of plan would be to make one 
consolidated line from N. Y. to Chic. with 
many branches which can be operated with 
increased efficiency and economy. Plan 
would increase security of present bond- 
holders, make margin of safety over bond 
interest larger, provide means for future 
financing, and would unify surplus earn- 
ings for divs. 


New York, New Haven & Hartford.— 
SUPREME COURT of Mass. has annulled 
proposed $67,552,000 6% 20 yr. debenture 
bond issue. Directors will be compelled to 
find some other way of refunding $45,000,- 
000 notes maturing next June and other re- 
quirements. Reported that Co. has secured 
pledge from J. P. Morgan & Co. and other 
important houses that the notes will be 
renewed for 3 yrs. Expected that Boston 
& Maine will soon be divorced from New 
Haven and placed in trusteeship of several 
years for development and sale. Probably 
New Haven’s trolley line and New York, 
Westchester & Boston will be handled 
similarly. The Rhode Island trolleys cost 
Co. about $24,220,000, Connecticut trolleys 
$40,000,000 and the N. Y. Westchester & 
Boston $35,0,000. For 5 mos. ended Nov. 
30, income records after fixed charges were: 
R. I. Co. surplus $245,000 against $415,000 
in 1912; Conn. Co. oe surplus against 
$153,000 last yr.; N. Y., Westchester & 
Boston now just paying its expenses. 

New York Railways—INTEREST ON 
5% Income Bonds for 6 mos. ended Dec. 31 
will probably not exceed 24% or 2%%. On 
the basis of returns for 4 mos., about 24% 
should be available for possible distribu 
tion. 
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Norfolk & Western. — PENNSYL- 
VANIA HOLDINGS may be disposed of 
by some plan which will conform with the 
ideas of the attorney-general. Reported 
that conferences have been held with dept. 
of justice. Pa.’s holding are about 42% of 
total stock and Pa.’s control has been of 
inestimable value to N. & W., raising Co. 
to o tegnste position among the soft coal 
roads, 


Northern Pacific—SURPLUS AFTER 
DIVS. first 5 mos. of fiscal yr. was $3,121,- 
000 against $4,323,000 last yr. Maintenance 
expenses have been higher but succeeding 
mos. are likely to show decrease in main- 
tenance. Grain and coal shipments are 
running somewhat below last yr. 


Pacific Gas & Electric.—YR. 1913 showed 
balance for com. stock of over 7% after de- 
ducting fixed charges and 6% divs. on 
pfd. Bankers for Co. believe that earnings 
have definitely turned the corner. 


Pennsylvania.—CO.’S NEW HAVEN 
STOCK, 53,000 shares, represents an in- 
vestment of about $8,000, So far this 
yr. Pa. has received 5%, or about 3.3% on 
the investment. Original income to Pa. on 
8% div. basis for N. H. was only a little 
over $400,000, so that the loss need not 
alarm Pa. shareholders. (See N. Y., N. H. 
& H. and Norfolk & West.) 


Philadelphia Co. — SURPLUS FOR 
DIVS. 8 mos. ended Nov. 30, was about 
$2,000,000, which was slightly less than 
prev. yr. 


Pullman. — PENSION PLAN is an- 
nounced for 33,000 employees in manufac- 
turing and operating depts., providing re- 
tirement at 70, after 20 or more years. serv- 
ice. Officials report new orders now very 
scarce. 


Reading.—EARNINGS 5 mos. ended 
Dec. 1 were 4.07% on com. stock, against 
9.55% for same mos. of 1912. This poor 
showing is partly due to slump in earnings 
of Coal & Iron Co., which shows net of 
$130,000 for 5 mos., against $2,244,000 last 
year. These mos. in 1912 were exceptional- 
ly good for all coal roads because of heavy 
shipments following the settlement of the 
big anthracite strike in the spring. This 
Se of traffic has been more nor- 
mal. 


Remington Typewriter—FAIR BUSI- 
NESS was done during 1913, but not equal 
to 1912, owing to general unsettlement of 
business throughout the country. Oct. 1, 
1913, Co. paid div. 1% on com., first since 
1907. No notes coming due in 1914, 

Rock Island Co.—GROSS EARNINGS 
of C. R. I. & P. Ry. for Ist half of fiscal yr. 
fell off over $2,000,000 from prev. yr., but 
will apparently cover div. requirements. 

St. Louis & San Francisco —RECEIV- 
ERSHIP may end next May, according to 
J. W. Lusk, chairman of receivers. Syndi- 
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cate of St. Louis banks will take $500,000 
of receivers’ certificates. Speyer & Co. re- 
cently bought $1,000,000, now being offered 
at 99%. They are 1 yr. 6% notes. B. F 
Yoakum has issued a page letter to stock- 
holders in defence of his management of 


the road. 

Seatshint —PLAN OF REOR- 
GANIZATION will be prepared by com- 
mittee for presentation to bond and stock- 
holders at an early date. A majority of 
pfd. stock and % of bonds have been de- 
posited with committee. 


Sears-Roebuck.—_BALANCE FOR COM- 
MON fer yr. 1913 about 22%. Gross earn- 
ings increased 15% over 1912. Total gross 
was $95,584,000, an increase of $12,420,000. 
Last August sales made their first com- 
parative decrease in several yrs., but Sept. 
showed 38% gain, Oct. 25%, Nov. 6% and 
Dec. 21%. Co.’s earnings for 1914 will un- 
doubtedly exceed $100,000,000. 


Southern Ry.—GROSS EARNINGS con- 
tinue to make good increases, but net is 
lagging somewhat behind last yr. Business 
recessions have been felt in the south only 
ah slightly, owing to large cotton crop 
and good prices. 

Southern Pacific—ANNUAL REPORT 
showed earnings of 9.8% on com. stock last 
fiscal yr., largest since 1910, and only ex- 
ceeded by 3 yrs. in Co.’s history—1907, 1909 
and 1910. This showing was in spite of a loss 
of about $1,000,000, owing to injury to fruit 
and vegetable crops in California and an- 
other $1,125,000 loss from destruction of 
sugar-cane in Louisiana by floods. Total 
capital expenditures during yr. for addi- 
tions and betterments were over $8,000,000. 


Standard —STEADY GROWTH 
of Co. is shown by fact that balance for 
com. in 1913 was 9.3%, against 7.3% in 
1912, altho pfd. is now on 5% basis, against 
2% in 1906. Com. divs. 2%. 


Texas Co.—EARNINGS for 1913 report- 
ed about 14% and directors are considering 
increase of divs. to 8% basis. Stated that 
the Dutch Syndicate, owning wells in Okla- 
homa, is seeking to get control of Co. 


Underwood ter.—YR. 1913 was 
most prosperous in history. Divs. con- 
tinued at 4% rate, altho some had expected 


an advance. Balance for com. probabl 
better than 1912, when 16.3% was earned, 
against 10.9% in 1911. 


Union Pacific.—EXTRA DIV. of $3 in 
cash and 50 in B. & O. stock to each 
share of U. P. com., with reduction in div. 
rate to 8%, recommended by executive com- 
mittee. This distribution would remove 
last evidence of U. P.’s former S. O. P. 
ownership and would be logical outcome of 
court decision. Out of the S. O. P. stock, 
totalling $88,000,000 transferred to Central 
Trust Co., only 000,000 now remains in 


Trust Co.’s hands, remainder having been 
taken up by purchasers who are not stock- 
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holders in U. P. Even after above special 
distribution, U. P. would be in strong 
enough position to take advantage of any 
chance to purchase Central Pac. if offered. 
Attorneys for pfd. stockholders have filed 
in Supreme Court a bill of complaint 
against Co. asking for permanent injunc- 
tion against above distribution to com. 
stockholders. 


Union Switch & Signal—INCREASE 
OF STOCK to $10,000,000 will be voted on 
by stockholders Mar. 10, intention of the 
board being to declare stock div. of 334% 
if authorized by stockholders. Balance of 
increased stock would remain in treasury 
for future purposes. 


United Cigar Stores—DIV. INCREASE 
from yrly. rate of 5% to 6% by declaration 
of 1%% on com. payable Feb. 16. 


United Fruit—CURRENT EARNINGS 
are about the same as in 1913, excellent 
from fruit and steamship operations, but 
small from sugar. However, sugar experts 
are predicting higher prices for raw sugars 
after 25% reduction in duties Mar. 1, and 
general outlook is that sugar prices will 
work higher during 1914. 


U. S. Cast Iron Pipe & Foundry.—DIVS. 
at 4% rate are perhaps somewhat doubtful 
beyond next June, but the new management 
has eliminated most of the weaknesses 
which existed under the old management 
and has introduced much greater efficiency 
into the business. Business of Co. fluctu- 
ates widely, and during 1913 was at a very 
low ebb and losses were incurred through 
floods in central west. 


U. S. Realty & Improvement.—EARN- 
INGS 7 mos. to Dec. 1 were equal to same 
eriod of 1912 and according to official, out- 
ook for remainder of fiscal yr. indicates 
peomme equal to last yr. Rentals have not 
een so good but construction work has 
made up the difference. 


_U. S&S. Rubber—SLUMP IN ORDERS 
since Dec. 1, but previous to that date busi- 
ness was in good volume with plants oper- 
ating 80% to 85% capacity. -Fiscal yr. has 
been changed to end Dec. 31 instead of 
Mar. 31. or 1913 div. has been safely 
earned, balance for com. being materially 
above the 6% rate. 


U. S. Steel—FOURTH QUARTERS’ 
EARNINGS probably about $26,500,000, 
which would make total net for yr. $140,- 
500,000 and surplus for com. stock 11.3%. 
Earnings Ist quarter of 1914 will fall below 
last quarter of 1913. Orders in Dec. were 
not much over 20,000 tons and shipments 
were at the rate of about % the capacity of 
the mills, as shown by decrease of only 
114,239 tons in unfilled orders during Dec. 
Co. will offer to employees pfd. stock at 
$105 a share and com. stock at $57. Advice 
of Judge Gary to heads of sub-Cos. to con- 
serve their cash resources seems to indi- 
cate that no extensive construction cam- 
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paign will be begun in 1914. In 1910 Co. 
spent $53,101,000 for new construction; in 
1911, $49,430,000, and in 1912, $13,780,000. 
Amount for 1913 not yet reported. 


Vulcan Detinning. — UNSATISFAC- 
TORY SHOWING for 1913 owing to in- 
ternal reorganization and poor trade con- 
ditions. Pfd. div. passed last summer. Defi- 
cit 6 mos. ended June 30 was $131,000 and 
3 mos. ended Sept. 30, $30,000. 


Wabash-Pittsburgh Terminal. — CON- 
FERENCE OF BONDHOLDERS ex- 
pressed willingness to furnish their share 
of new cash for reorganization. Co. needs 
$10,000,000, representing an assessment of 
30% to 35% on Ist mtge bonds. Wheeling 
& Lake Erie stock will have to stand a heavy 
assessment, of which Wabash-Pittsburgh, 
as owner of 51% of Wheeling stock, will 
have to provide its proportion. 


Wabash.— REORGANIZATION waits 
on better general financial conditions. Near- 
ly $15,000,000 has been spent in improving 
the property since receivership 2 yrs. ago, 
and physical condition and facilities are 
better than ever before. An assessment of 
25% may be levied on both pfd. and com. 
stocks, which would supply $23,000,000, for 
reorganization purposes, paying off receiv- 
ers’ certificates and other debts. This would 
leave about $3,000,000 for working capital. 


Western Maryland.—SIX MOS.’ EARN- 
INGS show an increase of 13.5% over 1912 
in gross, but a decrease in net of about 
$140,000. This was partly due to a blizzard 
early in Nov., which practically paralyzed 
operations for a week. During past yr. 
maintenance expenditures have been high 
and transportation expenses heavy, owing 
to cost of moving traffic over a road un- 
dergoing heavy repairs. Reduction in ex- 
penses is expected next yr. 


Western Union. —SEPARATION from 
American Tel. & Tel. has been considered 
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However, 
has been self-financing and has re- 
mained independent of Amer. Tel., without 


bear argument against stock. 
Co. hi i 


borrowing a dollar from that Co. Amer. 
Tel. bought into W. U. in 1909, cleaned out 
some of the deadwood from the executive 
force and put life into Co., adding almost 
50% to revenues in 4 yrs. Actual manage- 
ment has been in hands of Newcomb Carl- 


ton. If he remains with Co., able and hon- 
est management is assured. (See Amer. 
Tel. & Tel.) 


Westinghouse Electric. — SLUMP IN 
BUSINESS was not felt until Dec. 1. In 
8 mos. to Nov. 30 Co. earned $3,140,000 net, 
or $1,452,000 above full yr.’s div. require- 
ments. Co.’s management is not so pes- 
simistic as some other corporation leaders 
and believes that business depression will 
be comparatively short. 


Wheeling & Lake Erie—GROSS EARN- 
INGS 4 mos. of fiscal yr. increased 14.7% 
over 1911, but net decreased 5.9%, owing to 
increase of 62.8% in maintenance of way 
and structures and 23.9% in maintenance of 
equipment. Results also showed a substan- 
tial increase over 1912. (See Wabash-Pitts- 
burgh Terminal.) 


Willys - Overland. — INCREASE IN 
SALES 5 mos. to Dec. 1 was nearly 40% 
compared with 1912. Co. now shipping 170 
cars daily, with capacity of 190, against ca- 
pacity of 140 a yr. ago. Co. could produce 
in 1914 50,000 cars, but production of 35,000 
or 40,000 appears conservative. Earnings 
are phenomenal, about 26% on $20,000,000 
com. stock after 7% on pfd. 


Woolworth—GROSS SALES in 1913 
totalled $66,223,000, an increase of 9.4% 
over 1912. Sales in Dec. were largest of 
any mo. in Co.’s history, increasing 11.5% 
over 1912. During 1913 56 new stores were 
opened, making total number 687. Addi- 
tions to real estate and building account 


were more than $500,000. 
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This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Anaconda-Amalgamated. — ee de- 
clared regular quarterly div. /5c. a share. 
This <a Gr $3,258,296, of which $2,389,253 
will go to Amalgamated, as owner of 3,185,- 
802 shares of Anaconda stock. This makes 
$48 a share that Anaconda has paid since 
organization, or $85,303,184. With copper 
around 14%c., Anaconda is just about earn- 
ing current divs. of $3 per share annually. 


000 Ibs., against 295,000,000 


Co. closed 1913 with production of 272,000,- 
Ibs. in prev. yr., 
figures includings the North Butte product. 
Anaconda’s ores mined during past yr. were 
practically unchanged, averaging a little 
better than 3% copper. The management 


has for yrs. followed the policy of putting 
into sight a ton of ore for each ton extract- 
ed. Amalgamated stock is now quite thor- 
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oughly distributed, so it will not be so easy 
to depress this stock as in the past. 


Braden Copper.—Co. closed 1913 with 
production of 18,098,000 Ibs., an increase of 
practically 100% over the 9,402,000 Ibs. pro- 
duced in 1912. Dec. established two new 
high records—on ore treated and output of 
copper. Braden, which started production 
in Dec., 1910, has thus far not reported its 
operating cost, so that estimate of profits 
for past yr. is impossible. Fixed charges 
for bond interest are large, amounting to 
$600,000 per annum. 


Chino Copper.—Co. could easily earn and 
pay present div., even with copper under 
l4c. a lb. Production for 1913 is believed 
to have been betweer 54,000,000 and 55,000,- 
000 Ibs., at an average cost of about 8%c. a 
Ib. If sold at average of 15c. Co. earned 
upwards of $3,500,000, or better than $4 a 
share on all stock it will have outstanding 
after bonds have been converted. During 
1913 Co. paid three divs. of 75c. a share 
each, disbursing a total of $1,923,665. It 
should produce between 60,000,000 and 65,- 
000,000 Ibs. this yr., and on an average l5c. 
— market, earn between $4.50 and $5 a 
share. 


Goldfield Consol.—In Nov. total produc- 
tion amounted to 28,947 tons, from which 
the net realization was $170,779. The esti- 
mated production for Dec. shows gross 
value recovered $336,000; cost of operation, 
$180,000; net realization, $156,000. 


Granby.—Pres. Nichols says net earnings 
for 4 mos. ended Oct. 31 were $253,808. For 
transporting supplies and ores to Hidden 
Creek smelter Co. will this yr. purchase 
tugs, lighters and supply steamers. Hidden 
Creek tonnage now stands at 8,000,000 tons 
of 2.2% copper ore. Co.’s production in 
Nov. was 1,888,757 lbs. of copper, 37,064 
ozs. silver and 3,450 ozs. gold, compared 
with 1,779,950 lbs. copper, 30,782 ozs. sil- 
ver and 4,108 ozs. gold in Oct. 


Hollinger (Porcupine).—Co. reports for 
4 wks. ended Dec. 2 gross profits of $118,- 
091 and total working costs of $66,093. The 
financial statement as of above date shows: 
Surplus forward from 1912, $351,801; profits 
from Jan. 1 to Dec. 2, $1,513,864; total, 
$1,865,665; less divs., $1,080,000; balance, 
$785,665. The average value of ore was 
$15.17 a ton. The approximate extraction 
was 96.16%. 


La Rose.—Co., declared regular quarterly 
div. of 24% and an extra of 2%, makin 
12% for 1913. The current div. of 44% 
calls for $524,442, making total since begin- 
ning $2,397,451. The Nov. production was 


194,882 ozs. silver, worth $110,921; other in- 

come brought total receipts for month up 

to $128,670. After deducting expenses there 

was left a net profit of $70,424. On Nov. 

Ma ay had $1,772,161 in cash and bullion on 
and. 


Miami Copper.—For 1913 Co. will have 
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produced 32,750,000 lbs. of copper from 
1,050,000 tons of ore, compared with 32,832,- 
609 Ibs. from 1,040,744 tons of ore in 1912. 
Cost is between 10 and 10%c., against 9%c. 
during 1912. The Co. suffered from a cave- 
in. which reduced production to below 
2,000,000 Ibs. in May, against 3,000,000 in 
March, The added expenses and the small- 
er yield combined to increase costs. Co. 
announced regular 50c. per share div. 


Mines Co. of America——The Co. operat- 
ing in Sonora and Chihuahua, Mexico, re- 
ports for the half yr. ended June 30: Total 
receipts, $1,167,650; net income, $359,484; 
expended for exploration, $58,484; divs., 
$210,254; surplus, $91,235. 

North Butte—Advices are that in 1913 
Co. will have earned over $1,600,000, or $4 
per share, on the 410,000 shares outstanding 
and twice the amount paid in divs. Earn- 
ings in 1912 were $1,670,000. Working capi- 
tal about $1,800,000 at the present time. The 
recent big strike on the 2600 level was in 
the Edith-May vein, and is the same ore 
body on which Co. has been mining on the 
2400 level. The ore body is 10 ft. wide, % 
of which runs 10% copper. 


Ray Consol.—Output for 1913 probably 
about 52,000,000 Ibs. of copper at average 
cost of 9%c. a lb. Assuming selling price 
of 15c., Co. should show profits around 
$1.75 a share. During 1913 Ray paid its 
first 3 quarterly divs. of 37%c. per share 
each. It is probable that Co. added $1,000,- 

or more to its surplus. This yr. Co. 
should produce 60,000,000 Ibs. 


Tennessee Copper.—Co. up to Dec. 1 had 
this yr. produced 16,132,428 lbs. of copper 
and 177,573 tons of sulphuric acid. The 
acid plant has an annual capacity of 240,- 
000 tons, but last yr. there was produced 
but 193,084 tons. Co. figures that in 1914 
profits from acid alone should about pay 
the present $3 div. 


U. S. Smelting.—Div. declaration for Ist 
quar. 1914 on com. stock is 75c. per share, 
and on pfd. 87%4c. per share. If maintained 
Capeeghont yr., will be best Co. has ever 
paid. : 


Utah Consol.—Practically doubled its 
output of lead in 1913, with 17,000,000 Ibs. 
From 1913 operations, Co. will show a 
slight increase in net earnings over the 
$600,000 reported for 1912. Divs. $1.50 a 
share, the same as in 1912. Earnings from 
mine operations were augmented to extent 
of $40, from Co.’s investment in 5,000 
shares of Int. Smelting & Ref. Co., paying 
8% divs. Ore reserves have been main- 
tained. At end of 1912 they were reported 
as 251,500 tons, averaging 1.9% copper and 
carrying precious metals values. 


Utah Copper-Nevada Consol.—In 1913, 
Utah Co. will produce over 100,000,000 Ibs. 
Utah’s statement covering fourth quarter of 
1913, to be issued about Feb. 1, will proba- 
bly show net earnings in 1913 around 
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$8,500,000. Its divs. last year were $4,746,- 
645. Probably $1,250,000 of its net earnings 
went back into its stripping account. The 
addition to surplus of cash and quick as- 
sets, therefore, must have approximated 
$2,500,000, giving total quick assets surplus 
of more than $4,000,000. The average cost 
last year will be between 8% and 8c. 
Earnings based upon average selling price 
of 15c. Nevada Co.’s Nov. production was 
5,443,047 lbs., as compared with 4,160,533 in 
1912. This brings production for the year 
to date up to 59,629,000 Ibs., exceeding cor- 
responding period of 1912 by about 700,000 
Ibs. 


Copper Report.—Statement of Copper 
Producers’ Asso. for Dec., as compared 
with Nov. last and with Dec., 1912, figures 
in thousands of pounds: 





CERTIFICATES. 317 


Dec.,’13. Nov.,’13.Dec.,’12. 





Stocks prev. mo... 47,929 32,566 86,164 
Production ....... 138,990 134,087 143,354 

a 186,919 166,654 229,518 
Domestic delivs... 21,938 48,656 58,491 
ee eee ae 73,542 70,067 65,713 





Total consump... 95,480 118,724 124,205 
Stocks remaining.. 91,438 49,929 105,312 

The increase of 43, 509,438 Ibs. in domestic 
stocks of copper, the largest on record, took 
the trade by complete surprise. The result 
was due almost entirely to the slump in 
deliveries to domestic consumers, the ag- 
gregate being the smallest reported for any 
month since formation of the association. 
The demand for some time past has been 
practically at a standstill. 








Stolen Stock Certificates 


An Interesting Court Decision as to Their Ownership 
By M. L. HAYWARD, B. C. L. 








per Company, recently decided in the 
Supreme Court of Minnesota, settles 
an interesting point as to the rights of an 
owner of a stock certificate and an innocent 
purchaser from a thief or finder of the same. 

In this case Schumacher borrowed $700 from 
a Michigan bank on his promissory note, and 
as security pledged a stock certificate in the 
Greene Copper Company, which he endorsed 
in blank, and it was attached to the note 
Larson, the cashier of the bank, stole the cer- 
tificate from the bank and gave it to a broker 
to sell. The broker sold the certificate to a 
New York broker, who sold it in the open 
market. The purchaser bought it in good 
faith, without notice of any defect and at the 
full market price. 

As soon as Schumacher discovered that the 
certificate had passed out of the oe of 
the bank he notified the Greene Copper Com- 
pany, tendered the amount of the note to the 
bank and demanded the return of the certifi- 
cate. 

It was contended that the custom of brokers, 
who pass such certificates from hand to hand 
just as they would a dollar bill, prevented 
Schumacher from successfully asserting his 
title against an innocent purchaser in good 
faith and for value. 

Since Schumacher had pledged the certificate 
endorsed in blank, so that ownership of it 
could be transferred to any holder without 


T’: case of Schumacher vs. Greene Cop- 





further endorsement, and had given the bank 
cashier authority to sell the certificate in case 
‘of default on his (Schumacher’s) note, it was 
claimed that Schumacher could no longer 
assert his ownership as against an innocent 
buyer who had paid for the certificate in the 
ordinary course of business. 

That is, the attempt was made to place the 
certificate endorsed in blank on an equality 
with negotiable paper in the eyes of the law. 
A note payable to bearer is always good in 
the hands of any bearer who has acquired it 
for value and in good faith, in spite of the 
fact that it may at some previous time have 
been stolen from the then rightful owner. It 
was claimed that the same rule applied to a 
stock certificate endorsed in blank. 

The judge, however, held as follows: 


“The law is that the blank endorsement on 

a share certificate of stock does not, in itself, 
oe an owner from claiming it in a case 
where it has been stolen from him and has 
passed into the hands of an innocent holder 
for value. A certificate representing shares of 
stock is not negotiable paper in the sense that 
the title transferred by a thief to an innocent 
good-faith holder cannot be questioned. 

“It is claimed that there was proven a cus- 
tom among banks and brokers for certificates 
of stock with the transfer on the back indorsed 
in blank to pass from hand to hand without 
inquiry, the same as segotiable paper. 

















SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes 


The Safety of Customers’ Accounts 


A New Era in the Relations Between the Stock Exchange 
and the Public 
By WILLIAM T. CONNORS 


EW of the customers of New York 
Stock Exchange houses have any 
idea of the extent and importance 

of the action which has been taken by 
the Exchange within the last year or so 
looking toward the protection of their 
interests and the safeguarding of their 
accounts, 

In the past, failures on the Stock Ex- 
change have probably been no more nu- 
merous in proportion than in most other 
lines of business; but the broker occu- 
pies a peculiar relation toward his client. 
He not only acts as his client’s agent in 
the execution of orders but also as the 
custodian of funds. 

It is not enough, therefore, that fail- 
ures should be few among Stock Ex- 
change houses. There should be no 
failures. And the Exchange should 
make it its business to see that there are 
no failures. There should be no larger 
percentage of failures on the Exchange 
than is the case with National or State 
banks. The customer should feel just as 
secure about money in his broker’s hands 
as though it were deposited with a bank 
or trust company. 

COMMITTEE ON BUSINESS CONDUCT. 


This is just what the authorities are 
now trying to accomplish through the 
Committee on Business Conduct. The 


first important step was taken Feb. 5, 
1913, when the following resolution was 
adopted : 

“Resolved, That no Stock Exchange 
member or member of a Stock Exchange 


firm shall give or with knowledge exe- 
cute orders for the purchase or sale of 
securities which would involve no change 
of ownership.” 

This resolution was, of course, aimed 
at “matched orders” from big outside 
customers—one of the most troublesome 
abuses to which the machinery of the 
Exchange was subject. It was followed 
up on February 13 by another resolution 
prohibiting the acceptance of accounts, 
either for members or non-members, 
without “adequate margin,” the “im- 
proper use” of a customer’s securities, 
and “reckless and unbusinesslike deal- 
ing.” 

The next question that arose was, How 
were these regulations to be enforced? 
This could be done only by inspection of 
the books of suspected firms, together 
with constant watchfulness over trans- 
actions on the floor. So on March 5 
there was created a Committee on Busi- 
ness Conduct, consisting of five mem- 
bers, by an amendment to the Constitu- 
tion: 

“It shall be the duty of this committee 
to consider matters relating to the busi- 
ness conduct of members with respect 
to customers’ accounts. 

“Tt shall also be the duty of this com- 
mittee to keep in touch with the course 
of prices of securities listed on the ex- 
change, with the view of determining 
when improper transactions are being 
resorted to. 

“It shall have the power to examine 
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into the dealings of any members with 
respect to the above subjects, and report 
its findings to the Governing Commit- 
tee.” 

THE RESULT. 

The practical results of any policy are 
the best test of its efficacy, and since this 
committee was formed there has been 
but one failure on the exchange and in 
that the public did not suffer. It was the 
result of causes that were in operation 
long before the new committee began its 
work, 

In fact, there has been a progressive 
decrease in failures for some years: 
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W. C. Van Antwerp, chairman of the 
committee—and incidentally the author 
of “The Stock Exchange from Within” 
—does not hesitate to predict that in 
1914 there will be no failures at all. 

The record for 1913 was particularly 
gratifying because that was one of the 
worst years the brokerage business ever 
went through, and many firms retired 
from business. 


WHAT THE COMMITTEE DOES, 

The committee is in session almost 
every day. It does a great amount of de- 
tective work on the inside and does not 
hesitate to call members to account when- 
ever there is the slightest cause for sus- 
picion in their actions on the floor or in 
the conditions surrounding their business 
generally. 

Very little information about these 
activities reaches the public. In most 
cases the firms under suspicion are easily 
able to explain their transactions and to 
show from their books that the dealings 
are not only legitimate but perfectly safe. 
If the transactions are doubtful the firm 
is solemnly warned and told what must 
be done in futue, and so great are the 
powers of the committee that no house, 
large or small, would venture to disre- 
gard such a warning. The Governors 
have unlimited powers of suspension or 
expulsion. 

For example, when Secretary McAdoo 
asserted that U. S. Government bonds 
were being depressed by short sales, as 
a part of a conspiracy to discredit the 
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administration, the Committee on Busi- 
ness Conduct took the matter up at once. 

It was found that one broker had sold 
a small lot of bonds which were techni- 
cally “short” at the moment, pending the 
arrival of the bonds from a far Western 
city. This was the extent of the justifi- 
cation for the Secretary’s statement. The 
New York banks had been buyers of 
bonds. 

One brokerage house was suspected of 
accepting insufficient margins from its 
customers. On investigation of the books 
there were found 31 accounts showing, 
at market prices, from 2 to 5 points mar- 
gin. In former days this would not have 
been considered anything serious, in a 
narrow market, such as we have been 
having. But the committee required the 
concern to “clean house” instantly. 

A “specialist” was noticed one day 
doing considerable business “with him- 
self.” This, of course, is not necessar- 
ily wrong, as the specialist holds the or- 
ders of many other houses both to buy 
and to sell. On this point the constitu- 
tion says: 

“A member acting as a broker is per- 
mitted to report to his principal a trans- 
action as made with himself only when 
he has orders both to buy and to sell and 
not to give up, and then he must add to 
his name on the report, ‘on order,’ or 
words to that effect.” 

The specialist was duly investigated 
but was able to show that all the business 
was strictly legitimate. 

In another instance a trader was sus- 
pected of doing business beyond his cap- 
ital. In no other line of business could 
a man be brought to book for such an 
offense. But the powers of the commit- 
tee cover just such things. His books 
were examined and he was sharply rep- 
rimanded. 

The committee keeps “open house” 
and welcomes all complaints or sugges- 
tions, from whatever source. Newspaper 
men are given the glad hand, which is a 
hig change from the old days when 
every newspaper or magazine man was 
apparently regarded as a presumptive 
anarchist who might have a bomb con- 
cealed under his coat. 

This results, of course, in many un- 
founded complaints, but all are patiently 
looked into. For example, a man in 
Moose Jaw, Canada, complained that he 
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couldn’t get his money from his broker. 
The “broker” was found to be an irre- 
sponsible and almost unknown person, 
never a member of any exchange. The 
customer was advised to lay the matter 
before the district attorney. This is the 
sort of thing that often brings “Wall 
Street” into disrepute, although the 
Stock Exchange is not responsible and 
cannot do anything to prevent it. 


STOCK EXCHANGE PARTNERS. 


Another organization, now in its early 
stages, but already an assured thing, 
which will help to raise the standards of 
business conduct and will therefore make 
customers’ accounts more secure, is the 
Association of Stock Exchange partners 
—that is, those partners in Stock Ex- 
change firms who are not themselves 
members of the exchange. 

This association will stand for the best 
methods of business and for the most 
satisfactory relations among the various 
firms and between them and the public. 
It is the partners who are not on the 
floor, but are at their place of business 
during the day, that meet customers per- 
sonally and have the closest relations 
with them. 

The association will make an honest, 
earnest attempt to throw as many safe- 
guards as possible around the business 
and to cultivate permanently cordial rela- 
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tions with customers and the public. 

A third committee has also been ap- 
appointed by the Stock Exchange re- 
cently. As yet it has no designated 
name, but it is working to create greater 
confidence on the part of the public, and 
to throw greater safeguards around the 
issuance and listing of securities 
“through more careful supervision of 
corporate organization, with greater pub- 
licity and fuller and more frequent re- 
ports of operations than has been cus- 
tomary with many companies in the 
past.” This committee is reporting con- 
stantly to the Board of Governors, and 
is getting the views of the broadest 
minded men from all over the country 
and in all lines of business. 

Taking everythng together, it is im- 
possible to doubt that the Stock Ex- 
change realizes its mistakes of the past 
and is making a genuine effort to correct 
them, Younger men are getting a great- 
er measure of control than in past 
years, men who appreciate the change 
in public sentiment and the higher busi- 
ness standards demanded in every line. 

The year 1913 was one of great dis- 
couragement in Wall Street. It is too 
early to say how much better 1914 will 
be, but this much we can safely predict— 
that the next era of prosperity in the 
Street will be on a new and higher plane 
of business methods than heretofore. 








A Technical Review of the 1913 
Stock Market | 








ITHOUT doubt, the year 1913 
may be described marketwise 
as a bear year. Not only is 

the level of the securities market at the 
close of the year considerably below that 
at the opening, but the course of the 
market has met with unanimous gen- 
eral response only when moving in a 
downward direction. 

Admitted that fully one-half of the 
year has been given over to advancing 
prices, and to preparation for such ac- 
tion, yet all advances in the various aver- 
age groups that were accomplished dur- 


ing the year showed, on comparison, un- 
mistakable tendencies on the part of cer- 
tain important issues, particularly those 
of the more conservative character, to 
fail to hold their usual relative position 
to those of the more speculative kind. 
Of this reluctance on the part of in- 
vestment stocks (and others) to respond 
to manipulative impulse applied in par- 
ticular to those stocks known as market 
leaders, and in which there is always a 
considerable, and often an exceedingly 
influential short interest, little can be said 
that is not at once apparent. When in- 
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vestment stocks do not enhance in price 
it is clearly evident that investors are not 
active, and since the investing public is 
that which actually maintains values, 
speculative activity in an upward direc- 
tion can have no permanence without the 
support of investment buying. 

The very object of speculative buying 
confirms this, because to whom is the 
speculative buyer to deliver his holdings 
in order to complete his transaction and 
claim his profit if it is not to the in- 
vestor? Both classes of security buyers 
work progressively ; the one cannot move 
prices far in an upward direction with- 
out co-operation from the other, and the 
whole history of a bullish campaign is 
represented by a more or less continuous 
series of adventures into new territory 
by the speculative element with the in- 
vestor legions bringing up in the rear 
with reinforcements. Bull moves end 
when the former class find that the aid of 
the latter is becoming weak and falter- 
ing, and the inevitable decline, or bear 
market, follows as soon as investors find 
that the load is more than they can carry. 

Understanding the relationship of the 
two factors working (yet as we know, 
not always together) to make the mar- 
ket, we can readily see the import of the 
failure of investment stocks to rally in 
due proportion to others of the list. 
Knowing, too, that if there is lacking 
harmonious action in one direction, the 
negative position being maintained by the 
dominant or more powerful factor, it is 
reasonable to expect, in the near future, 
a new movement in the opposite direc- 
tion, that is in the direction of sympa- 
thetic response. 

This, in a word, will mean a secondary 
swing in what may now be termed one 
of the longest bear markets in the history 
of security price movements. How far 
it will go and how much longer we may 
expect it to continue is indefinite at this 
time. The thought that there is at the 
present writing only a meagre ovtside 
(or public) speculative interest remain- 
ing in the market leads to the conclusion 
that the bear movement will be continued 
until such time is at hand and price lev- 
els are reached as will influence a large 
proportion of the public investor class 
to dispose of its holdings, fearing that 
prices will decline to such a point as 
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would leave little or nothing out of the 
wreck. 

The psychology of a prolonged de- 
cline is well understood by insiders (and, 
but mostly in the abstract, also, by many 
of the public) and this knowledge has 
been in the past often used by them (and 
some others) to obtain rare bargains, 
picked up within a few points at most 
of actual bottoms of selling prices for 
months and sometimes, indeed, years. 

The action of the bond market dur- 
ing the year has been, of course, con- 
firmatory to that of investment stocks. 
A thoroughly representative list of forty- 
one bonds made a new low selling rec- 
ord for the year on December 18, going 
lower on that date than on June 10, at 
which time the average selling figure 
for stocks touched the low point for the 
present bear movement. Stock prices 
are not likely to rally far at a time when 
bonds are seeking new low levels. 

Comparison of the action of the mar- 
ket around June 10, 1913, at the time of 
the culmination of the first important 
downward swing from the beginning of 
the bear market in the fall of 1912, with 
other important culmination activity at 
various times, leaves the impression that 
the work of the market at the time re- 
ferred to was not of so great intensity, 
duration or volume involved as the long 
period of down movement that preceded 
it gave reason to justify. That it was 
of ample consequence to signal a re- 
versal of trend for a considerable period 
is now a part of market history. 

Recent technical action in the market 
has demonstrated that there is justifiable 
doubt as to the completeness of the cul- 
mination in June. And the bare fact 
that after such a considerable time as six 
months has elapsed, a_ possibility of 
doubt still remains, and that enlivened by 
current action,-is in itself quite enough 
to require of the prudent operator an 
attitude of openmindedness and an ex- 
traordinary solicitude for any open com- 
mitments he may have for the long ac- 
count. 

The large increase in the number of 
shareholders in the various railroad and 
industrial companies that has been ac- 
complished with the last few years is an- 
other strong argument for the approach 
of the end of Frank Crowell’s cycle.—S. 














Practical Points on Stock Trading 


Helpful Observations Based on Years of Experience 
By SCRIBNER BROWNE 











1—Why Does the Public Lose? 


EVERAL readers of my recent ar- 
ticles analyzing current market 
conditions from month to month, 

as indicated by the price movement and 
the volume of trade taken in connection 
with the news situation, have asked me 
to write something of a more general 
or more instructive nature, with a view 
to making it of practical service to trad- 
ers who watch the market as reported 
in the newspapers daily but who have not 
the time or inclination to follow the tape 
or frequent the customers’ rooms of the 
brokerage houses. 

Without promising any startling re- 
sults, I shall be glad to do my best to 
make some helpful suggestions. 

One correspondent puts it this way: 
“The philosophy of the thing, as you ex- 
plain it, seems rather simple. Yet we 
all know that the big majority of traders 
lose money in the end. Anybody would 
think that they might at least avoid big 
losses, even if their profits didn’t amount 
to much. Why is it that the public al- 
ways loses?” 

* + * 

]TF by “public” we mean everybody out- 

side the professional and semi-pro- 
fessional classes, I suppose it is true that 
the public always loses. I suppose, also, 
that eighty per cent. of the persons who 
go into the retail grocery business or 
start cigar stores or set up in almost any 
other line of business, lose money, and 
that another ten per cent. or more make 
less than they could earn by taking a 
salaried job working for somebody else. 

We have to remember that trading in 
stocks is an independent business. 


Therefore considerable judgment and 
experience are necessary in order to suc- 
ceed in it, the same as in other lines. 
Why is it that most people lose money: 
in the stock market? As my correspon- 
dent says, the principle of the thing 
looks rather simple. Well, this is why: 


Jones picks up the paper some morn- 
ing and sees Sandy Hook Air Line sell- 
ing at 70. He realizes that there has 
been a prolonged decline in the market, 
so that there is a fair possibility that 
prices are low. He knows that Sandy 
Hook has paid five per cent. dividends 
for years. He turns to THE MaGazINnE 
oF WaLL Street’s “Bargain Indicator” 
and finds that the stock has averaged to 
earn about eight per cent. annually for 
the last seven years. 

“Why, that stock ought to be worth 
more than 70,” he says. “It will surely 
sell at 90 again some time. Of course it 
might go still lower, but I’ll buy only 
a little and if it goes down much I can 
pay for it in full and lay it away. I’m 
—— of Sandy Hook Air Line at 

So he buys a few shares, and it goes 
down to 60, perhaps, and then up to 
105. Jones sells at 90, getting a profit on 
his trade, and more experienced traders 
tell him it is “beginner’s luck.” 

That sort of thing looks easy, and it is 
easy. A perfectly simple, straightfor- 
ward, common sense operation, that nine 
men out of ten are entirely capable of 
handling successfully. 

Then why do nine out of ten of them 
lose? To see why, we need to follow the 
history of Jones a little further. 

* * * 


HE made money easily on his first 
trade. Naturally he feels encour- 
aged to pay more attention to the market. 
He watches the fluctuations from day to 
day and reads the newspaper reviews and 
the quoted opinions of brokers, and so on. 
_ “T see now where I made my mistake 
in buying that Sandy Hook too soon,” 
he thinks. “I could just as well have 
bought it close to 60, and if I had held 
on until it struck 100 I would have made 
over fifty per cent. on my money. 
“Then there was that reaction from 

















89 to 75, on the way up. I should have 
sold around 88 and bought back again 
lower down on the reaction. We always 
have reactions like that in a bull market. 

“T believe I can do a good deal better 
next time.” 

Sandy Hook keeps on doing a good 
business and its earnings rise, perhaps, 
to nearly ten per cent. But we have a 
bear market and the price gets down to 
85. Jones is looking for the bottom— 
something he didn’t try to do before, you 
recollect. From 83 it turns up, but Jones 
thinks it will come back again. 

The market creeps higher but trade is 
dull and there seems to be no important 
buying. When Sandy Hook gets to 95 
Jones sees that he made a mistake in not 
buying at 85 and makes up his mind that 
he will take it at 90 when it reacts to that 
price. It goes back to 913% and then 
advances quickly to 101. 

Jones now sees that he has missed his 
chance and that the bull market is al- 
ready under way. He jumps in and buys 
at 10114, as the market is so strong that 
a further advance seems assured. 

At 105 he thinks he can get 110, and 
at 110 he is looking for 120. A decline 
to 104 he diagnoses as a mere reaction— 
“healthy reaction,” he probably calls it, 
and picks up a little more stock. On the 
next rally to 109 he thinks the market 
is just getting its second wind. It looks 
stronger than ever—a price of 125 
wouldn’t surprise Jones a bit. 

A quick break to 102 leaves his line 
showing a trifling loss, and he concludes 
to get out on the next good rally. The 
rally begins and he puts in an order to 
sell at 107. The stock reaches 10654, 
and then declines to 99. 

“Isn’t that tough luck?” says Jones. 
“T’'ll get out ‘even’ the first chance I 
have.” 

At 93 for Sandy Hook he thinks it 
would be poor policy to sell after such 
a big break, as there certainly should be 
a good rally soon. There is no end of 
bear news on Sandy Hook and it looks 
as though it might have to pass its next 
dividend. He determines that he won’t 
let his loss run below 90 and puts in a 
stop order at 8974, which is duly ex- 
ecuted a week later. He congratulates 


himself on getting out before it goes 
lower. 
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After which Sandy Hook, of course, 
advances to 10834. 
2 


you will notice that Jones does sev- 
eral things the second time that 
he didn’t attempt to do the first time. 

(1) He tries to buy at the bottom, in- 
stead of being satisfied to buy low. 

(2) He finally buys, not because he 
thinks the stock is low, but because he 
thinks it is going higher. 

(3) He refuses to accept a reasonable 
profit because he is reading all the bull- 
ish news in the papers and his judgment 
has become warped. 

(4) He buys more stock on a reac- 
tion, at a price higher than he paid for 
his first lot. This gives him rather more 
stock than he can carry without worry- 
ing. 

%s) Even after he sees that the bull 
market is over, he doesn’t sell, but waits 
to get out “on a rally”—in other words, 
his position in the market is contrary to 
his own judgment of the trend. 

The result is that Jones has lost money, 
in spite of the fact that his judgment on 
the long swings of the market was sub- 
stantially correct. He tried to do too 
much. His vaulting ambition o’erleaped 
itself and fell on t’other side. 

And that is why the public loses. 
Also, it is the principal cause of that 
“unreasonable” behavicr of the stock 
market which most people charge to 
“manipulation.” 

* * * 
WE have no trouble in seeing Jones’s 
faults. Now how are we going to 
overcome them? That is the first essen- 
tial toward success. 

First, you must know what you are 
trying to do. Are you an investor, or 
are you trying to profit from the twenty- 
point swings, or the ten-point swings, or 
the five-point moves, or the two-point 
fluctuations? (And I might as well say 
right here that I don’t believe anybody 
can pay commissions and make any 
money out of less than the five-point 
swings. ) 

In his first trade Jones was practically 
an investor—an investor for profit, of 
course, but still one kind of an investor. 
In his second trade he was trying to lo- 
cate the top and bottom within five 
points, and perhaps within two points— 
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for his exact purposes were not clear in 
his own mind. 

If you wish to be an investor you must 
study the market from the investment 
point of view, and must be ready to see 
the market go ten points or more against 
you without feeling any anxiety or re- 
grets. You must be satisfied if you have 
bought low, so that you can eventually 
sell higher than you paid, in the mean 
time getting your regular dividends. 

You say, “I can’t guess the fluctua- 
tions, and I recognize the fact that I 
can’t. I accept the situation and won’t 
try.” 
This is far the easiest method of trad- 
ing. Anybody can do it who has or- 
dinary sense. I really don’t see much use 
in discussing the subject. 

* * 


WHEN you come to catching the 

twenty-point swings in the active 
stocks you have to go at it differently. 
You need to record the averages and 
note the general volume of trade on the 
up-swings and the down-swings. You 
need to compare high and low points for 
the principal stocks on these swings with 
the high and low points reached on pre- 
vious swings. 

In short, you have to keep fairly close 
track of the behavior of the market and 
the relation of prices at all times to pre- 
vious high and low points, and the gen- 
eral disposition of the public or of in- 
vestors to buy on the advances or to sell 
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on the declines. This last, of course, is 
shown by the volume of trade—not by 
newspaper gossip, though in time you 
will learn just how much dependence 
can be placed on the financial columns 
of the various papers. The best plan at 
the start, certainly, is to distrust them 
all. 

Then you have to pay some attention 
to the money rates. The call money rate 
doesn’t amount to much, except to the 
trader who is right on the floor. In judg- 
ing the twenty-point swings you have 
got to get a broader view than is given 
you by the call money market. The 
rates for commercial paper and for six 
months time money are about as close 
as you need to come to it. 

The principle is, of course, that the 
good investment stocks will be near the 
bottom when the commercial paper rate 
is near the top, and vice versa. Mr. 
Selden’s graphic on page 105 of the 
December, 1913, magazine gives you the 
commercial paper rate in good shape. It 
will pay any trader to trace the general 
course of the stock market on that 
graphic, so as to see exactly its relation 
to the money rate. 

The general news situation won’t help 
you much here. Of course the news is 
going to be bearish when stocks are low 
and bullish when they are high—all of 
us who are out of the kindergarten un- 
derstand that. 

(To be continued.) 





market action. 


**Momentum” and “Driving Force” 


HAVE often heard the word “momentum” used in describing certain 
A certain volume of buying or selling will produce a 





price movement into new levels for the move. Reaction comes from that 
price level, then the price trend turns back again in the direction of the first 
movement, but with less buying or selling pressure (volume), yet price is 
again carried forward into new territory. 

On the theory that the farther a non-self-propelled object is driven, 
the greater the “driving force” required (and consumed, the ratio constantly 
increasing up to point of final exhaustion), more buying or selling volume 
should be required in order to make new price levels. Therefore the ability 
of prices to go farther on lessening volume is accounted for by the inter- 
vention of the “momentum” factor at the point where “driving force” 
exhausts itself. 

For the trader, the practical idea to be taken from this study is that 
prices will not proceed far, propelled by “momentum” only. 























A Method of Forecasting the Stock 
Market 


How It Was Successfully Applied in 1903 








[This article is reprinted from Vol. 1, No. 1 of this magazine, November, 1907, which is 
long since out of print. It is one of the best that ever appeared in our columns, and early 
readers have several times requested that it be reproduced. Moreover, there is in many ways 
a remarkable similarity between the conditions of 1914 and 1904, so that the method here out- 
lined is of special interest at this time. The article was written by Richard D. Wyckoff. 


VERYBODY familiar with recent 
financial history can recollect the 
“Undigested Securities” panic of 

1903 during which the average price of 
twenty railroad stocks broke from the 
high record of 129 to 89, and twelve in- 
dustrials, from 67 to 42. 

Of course, every man with a dollar’s 
interest in the market was broke, tied up 
or disgusted. The large traders, who 
made money on the way down, got the 
big-head, over-sold and were caught on 
the rallies. The little ones—chronic bulls 
—had lost stocks, money and nerve some- 
where in the avalanche, and “the Street” 
was full of wreckage, lost hopes and 
lame ducks. 

Following these ebb-tide conditions 
there was a see-saw market wherein 
stocks swung within a narrow range— 
“a period of rest and recuperation,” 
which financial physicians assure us is so 
“beneficial to the market.” 

But the “whipsaw” market offered no 
rest and recuperation to the traders, who 
wanted to get their money back where 
they dropped it, nor to the bankers and 
brokers, who looked wearily up toward 
Trinity Church, expecting to see its green 
lawn extended through Wall and Broad 
streets, 

I had been a rank bear for two years. 
I believed, even after what had happened, 
stocks were only about half way down 
to where they belonged. Perhaps, I was 
financially color-blind, but every time I 
looked at the ticker, I’d have sworn the 
tape was a deep indigo. 

Things had gone on this way till June, 
1904. The papers trotted out the “small- 
est day of the year” headings for their 
financial columns, indicating a complete 
standstill. 


Suddenly the bearishness in me got 
a jar that made it sit up and take notice. 
The City of New York offered an issue 
of bonds and they were heavily oversub- 
scribed ! 

“See here, you old bear,” I soiiloquized, 
“you'd better size the game up in an un- 
biased way, or your prejudice will run 
away with your pocketbook.” 

There was a chart-fiend in our office 
—a wise-looking party, who traveled 
about with a chart book under his arm, 
jotting down fluctuations, and disposing, 
in an authoritative way, of all questions 
relating to “new tops,” “double bottoms,” 
etc. Now, whatever may be claimed for, 
or brought against stock market charts, 
I'll say that in their favor, they do un- 
questionably show when accumulation 
and distribution of stocks is in progress. 
So I asked my expert friend to let me 
see his “fluctuation pictures,” my thought 
being that no bull market could take 
place till the big insiders had taken on 
their lines of stock. 

Sure enough, the charts showed, un- 
mistakably that accumulation had been 
going on at the very bottom. Evidently 
my chart professor was not the only 
wise one in Wall Street. 

Anxious to be alone and away from the 
ticker in order to think clearly and accu- 
rately, the next day, Saturday, found me 
at a little house “down the creek.” As 
soon as I could break away from my 
friends there, I jumped into a row-boat, 
pulled up stream, and finding a quiet 
nook, pushed her nose into the rush- 
covered bank. The thought occurred, 
“If Moses first saw the light in the bull- 
rushes, why may not I?” 

For an hour I lay in the bottom of the 
boat staring at the blue sky and thinking 
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—thinking hard. Then sitting up and 
taking pad and pencil, I put down, with- 
out prejudice, the following principal fac- 
tors bearing on the financial situation. 


UNFAVORABLE FACTORS. 

1. The depression in business, espe- 
cially in the iron, steel and cotton trades. 

2. The recent decline in railroad earn- 
ings. 

3. The discharge by railroad and in- 
dustrial companies of thousands of em- 
ployees. 

4. The general decline in business as 
a result of the previous year’s panic. 


FAVORABLE FACTORS. 


1. The demand for city bonds shows 
investment confidence has been sharply 
awakened and a flood of money held back 
for the past year has been let into the 
security market. 

2. Some of the old bond syndicates 
are winding up. New high grade issues 
are being rapidly absorbed. 

3. The outlook is for good average 
crops throughout the country. 

4. The cotton crop is in exceptionally 
fine shape. 

5. Presidential nominations are clearly 
defined and contain no menace. 

6. No tariff agitation is imminent. 

7. July disbursements approaching. 

8. Pessimism has about run its course. 

9. Stock market is broadening. 

10. Money is extremely easy and it 
will be 60 days before the crop move- 
ment begins. 

That’s the way I sized things up, and 
I felt like a real bear must, when waking 
from his long winter’s sleep. 

It was obvious that the unfavorable 
elements were the result of last year’s 
panic. It was clear as noonday that the 
market must immediately respond to the 
bull factors. 

I thereupon shed my long fur and 
started in to grow the finest young pair 
of horns you ever saw. 


SELECTING THE MOST DESIRABLE STOCKS. 

Having turned bull, I realized that to 
get the full benefit of the big rise that 
seemed imminent, I must, without delay, 
dope out, in the same unbiased way, the 
most desirable purchases. 

The ideal stock to buy, under such 
conditions, was to my mind the one likely 


to show the greatest number of points 
rise, involve the least risk and require 
the smallest amount of money. Any 
“bump-on-a-log” knows that it’s better 
to make two points profit on a stock like 
Bay State Gas than on one like St. Paul, 
provided he can make the two points. 
As this was going to be a market where 
a shoestring could grow into a pair of 
top-boots, I got down to facts and figures 
at once. 

“What is it that makes values?” I 
cabled across my sea of thought. The 
answer flashed back, clear and distinct, 
“Earning Power.” 

So I concentrated on this subject, 
which naturally fell into two divisions: 

a. Railroad earnings. 

b. Industrial earnings. 

Now railroad earnings are compara- 
tively easy to get at—have we not our 
venerable friend, The Commercial and 
Financial Chronicle, compiling piles of 
figures for us weekly? It is then, a sim- 
ple matter to estimate present earning 
power after this method: 

Amount applicable to divi- 

dends as per last annual re- 

Sl Aapetegedescunccvacses $2,400,000 
Net earnings show an increase 

in five months of $250,000 

or at the yearly rate of.... 


er are $3,000,000 
Less increase in fixed charges, 
resulting from new bond 


RR A oe hi BE. 200,000 


600,000 


Available for dividends this 

_ fe ae $2,800,000 

Add two ciphers to the last amount 
and divide by the capital stock of the 
road, say in this case, $40,000,000 and 
you have a present earning power of 7 
per cent. 

Figured in this way, the actual earn- 
ings on par value of the stocks consid- 
ered was: 


% 
St. L. & San Fran., 2nd pfd........... 13. 
Umigm Paci COG... .6ccccccccccccccss 12.9 
Louisville & Nashville................ 11. 
Chicago, Milwaukee & St. Paul...... 11. 
Stee egl els Dene ae 10. 
0 LO” ee ee 9.8 
Baltimore OE EE 9 
Minn., St. P. & S. Ste. M. com........ 9 
NEY Be es es aul oe 8.6 
Mo., Kansas & Texas pfd............. 8.4 
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Reading COm........-..seeeeereeceees 
Erie Ist pfd......0-eeeseeeeeeeeeeeees 
Pennsylvania ....+.+seeeeeeee eee eeeee 
Missouri Pacific .........eccccscceces 
Southern Railway pfid..........-++.++. 
Norfolk & Western com............. 
New York Central ........--++-ee0ee: 
Denver & Rio Grande pfd..........-- 
Chesapeake & Ohio...............0: 
St. Louis & Southwestern pfd......... 
Wisconsin Central pfd................ 
Chicago & Alton pid.............+05- 
ee BO Miss ncecessckeneesages 
Ontario & Western..........+-+eee0es 
Brooklyn Rapid Transit............... 
Southern Railway com...........++.+- 
ee errr Cr Te TTT Cre 
ER ee ee ee 
Bowe Comteel 96G cc cccccccccscvcescses 

It can be seen that every stock on the 
list was not considered. There was no 
use figuring stocks like Union Pacific 
pfd., Baltimore & Ohio pfd. or Atchison 
pfd. These could be only slightly or 
sympathetically affected by any rise in 
the general list, being on practically an 
investment basis. It was likewise useless 
to put Wabash pfd. or Rock Island, lowa 
Central, Denver and other common 
stocks in the list because the issues hav- 
ing priority over them as to dividends, 
showed only small earnings. 

Some stocks were discarded, owing to 
their limited market, undue manipula- 
tion, or for various other reasons. 


IM! 9° 9° 90 90 
os 


ee re re NN we We to tn sy 
NNBUWNN” BwWeWiDD 


WEEDING THEM OUT. 


But it is one thing to know what a 

road is earning, and another to consider 
this earning power in relation to the 
market price of its stock. Viewed solely 
from the standpoint of earnings, a stock 
earning 3 per cent. and selling at 50 is 
not so cheap as one earning 7 per cent. 
and selling at par. 
Therefore, I rearranged my list, set- 
ting down the then market price of each 
stock and figuring what rate was being 
earned on this price. For example: St. 
Louis & San Francisco 2nd pfd. was 
earning 13 per cent. on par (100). If it 
had been selling at 50, it would have 
shown 26 per cent. on that price; but as 
its price was 46 at the time these earnings 
were equal to 28 per cent. on the price, 
a with that percentage it topped the 
ist. 

This, by the way, is the simplest and 
most accurate method I know, of fore- 
casting a rise in any particular stock, 


provided the advance is not manipulative 
or due to special causes. I have tested 
it out in many ways and the results at 
times have been almost magical. On 
one occasion, a stock selling below 40 
headed the list with an earning power 
of over 20 per cent. Calling the atten- 
tion of a few of my friends to it, we 
bought some, then gave the figures to 
the press. The stock rose, the public 
bought and insiders who had evidently 
been quietly accumulating it on the 
strength of its earning power, grabbed 
more at higher figures. With hardly a 
reaction, there was a 40 point rise and 
everybody must have made money. We 
got ours. 

Well, here’s the way this bunch of 
stocks lined up, and the last column tells 
the story: 


Earn- % 
ings Pres- earned 
on Pee. eat on 
r Vv. ce. 
St. L. & San. Fran. “a : 

NR a ain ras 13. 46 4 28 
Mo., Kan & T. pfd.... 84 36 23 
Reading com.......... 84 47 17% 
Union Pacific com..... 129 88 4 14% 
3 Fe Pee 83 58 4 143% 
Norfolk & Western.... 76 56 3 13% 
Minn., St. P. & S. Ste. 

Bee MOE cictensdoeds 9. 67 13% 
Atchison common..... 10. ma 4 
St. L. & So. W. pfd.... 3.3 29 11% 
Baltimore & Ohio..... 9. 80 4 11% 
Louisville & Nash..... : na + & 
Chesapeake & Ohio.... 34 31 2 10 
So. Railway pfd....... 78 8 5 9 
Missouri Pacific ....... 8 93 5§ 85% 
Wisconsin Cen. pfd.... 3. 38 7% 
Chic., Mil. & St: P....11. 144 7 7% 
Den. & R. Gr. pfd..... a. 7% 
Illinois Central ....... 98 132 6 7% 
Chicago & Alton ..... 2.7 38 
POD, nc ncesee » oo 6 6% 
Southern Ry. com..... 14 21 65% 
Canadian Pacific ...... 86 125 6 6% 
Ontario & Western.... 15 26 5% 
Erie common ......... > ae 5 
New York Central .... 5.5 116 5 4% 
Rock Island pfd....... 27 64 4 44% 
Iowa Central pfd...... z, 35 3 
B’klyn Rap. Trans.... 1.5 48 3 
, epee 15 60 2 


You see the first table is all right in 
its way, but to judge by it alone, would 
be like trying to estimate the compara- 
tive height of each man in a group stand- 
ing on different steps of the City Hall. 
This last line-up puts them all on a com- 
mon level, so it’s an easy matter to take 
their respective measurements. 
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San Francisco 2nd pfd. and Union Pa- 
cific showed up well on the second test, 
but note how Louisville and St. Paul 
dropped back—their price had appar- 
ently discounted their earnings. Also 
note how some of the speculative favor- 
ites, such as New York Central, Erie and 
Brooklyn Rapid Transit shriveled up 
under the rays of this searchlight. Just 
try this at any time on individual stocks 
or the whole list and see how warped 
your ideas of value are apt to become 
from over-absorption of newspaper 
“ouff.” 

Union Pacific held its place fairly well 
in the second table, while sensational 
jumps from far down the column to sec- 
ond and third places respectively were 
made by Missouri, Kansas & Texas pfd. 
and Reading common. Here were two 
stocks paying no dividends but selling at 
low prices and earning sufficient to war- 
rant dividends. Reading especially ap- 
pealed to me on account of its technical 
position in the market. Still, I was not 
going to be influenced by sentiment, 
guesses or “thinks” in this investigation. 
It must be a cold-blooded analysis. 

So I applied the final “acid” test, tak- 
ing each stock individually and putting 
to its debit or credit whatever facts, 
within my knowledge, might affect its 
future market quotations. The first 
was: 


ST. LOUIS & SAN FRANCISCO 2ND PFD. 


and the arguments in its favor were, 
besides its earnings of 13 per cent. on 
par and 28 per cent. on its market price, 
the fact that it was a 4 per cent. divi- 
dend payer and at the prevailing price 
(46) netted the investor 9 per cent. The 
cotton crop along its line was, according 
to report, in excellent condition and net 
earnings were showing a handsome in- 
crease over last year. The stock was 
only 6% points from its low water mark. 

On the other hand, the issue was sus- 
piciously low for one paying 4 per cent. 
dividends; the road’s finances were not 
in very solid shape, its Rock Island 
parentage did not help it any; as an un- 
certain dividend payer, limited to 4 per 
cent. it could hardly rise above 75 or 80; 
the market for the stock was narrow, 
making it difficult to trade in satisfac- 
torily and it would be hard to sell, in case 
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of a bad break. Conclusion as to this 
stock—Buy little, if any. 


MISSOURI, KANSAS & TEXAS PFD. 


Earning 8.4 per cent. on par and 23 per 
cent. on its market price. Earnings show 
substantial increases. The number of 
cars moved and the fine cotton crop fore- 
shadow continued increases for months 
to come. The stock is only five points 
from the lowest in four years, and the 
chart shows accumulation; BUT— an 
officer of the road tells me that the 
company’s policy for another year or two 
will be to pay no dividends, as surplus 
earnings are required to build up the 
property. Therefore until the stock 
graduates into the dividend class, there 
is not likely to be over a twenty or thirty 
point rise on “prospects” and in sym- 
pathy with the rest of the market. 

I’d buy the common of this road if 
any, for these reasons: If Missouri, 
Kansas & Texas pfd. has a speculative 
rise, the common will follow. The com- 
mon has a better chance of going from 
16 to 32 than the preferred has to go 
from 37 to 74. With a five point mar- 
gin I can prcbably make 300 per cent. 
on the money involved, with little or no 
risk, as the lowest point touched by the 
common in four years was 1454. Pres- 
ent price 16. So my Supreme Court 
handed down a decision in favor of Mis- 
souri, Kansas & Texas common and 
Congress appropriated enough to buy a 
small block. 

READING COMMON, 


the third highest candidate, showed 8.4 
per cent. earned on par and about 18 
per cent. on the price. The first pre- 
ferred of this road had paid 4 per cent. 
for a number of years, the second pre- 
ferred had recently gone on a 4 per cent. 
basis, and the large increases in net 
earnings, with accompanying decreases 
in operating expenses, proved that the 
upbuilding of the road and equipment. 
to a high standard, was about completed. 

The common was paying no dividends, 
selling at a price only ten points from the 
lowest in three years and contained im- 
mense possibilities. Control of Reading 


was, to a great extent, held by Lake 
Shore and Baltimore & Ohio, whose 
holdings, added to those of affiliated 
interests and investors, left only a small 
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floating supply. Reading occupied a 
dominant position in the coal trade and 
this industry was in exceptionally pros- 
perous shape. 

I realized that the stock was at that 
moment in its transition state from a 
low-priced speculative football to a high- 
priced dividend payer; also that there 
would be a rush to buy as soon as in- 
siders were ready, or the public “got 
wise.” I grew to be a monomaniac on 
Reading and told my friends there was 
only one stock on the list. 

Decision on Reading: Buy all you can 
carry! It will soon pay at least 4 per 
cent. and then the net return on present 
price (47) will be nearly 10 per cent. 
It should rise well above par within a 
year. Never sell it! Hand it down to 
your grandchildren. 


UNION PACIFIC COMMON 


Earning 12.9 per cent. on par and 14% 
per cent. on its market price. Pays 4 
per cent. dividends and its high credit 
is shown in the fact that at presei.t price 
(88) it nets investors only 4% per cent. 
It could double present dividends and 
leave a large surplus. Has an immense 
equity in Southern Pacific and when 
dividends on the latter are begun, Union 
Pacific should show about 16 per cent. 
earned on its common stock. 

There is every reason to expect in- 
creased dividends shortly and the pos- 
sibilities in subsequent years are enor- 
mous. It is twenty-two points from its 
lowest and forty-five from its highest 
since 1901. It is the leader of the mar- 
ket and the action of the stock on the 
tape is masterly and points unmistakably 
toward a higher level. 

Buy Union Pacific for a rise of fifty 
to eighty points. 

This was sufficient to satisfy my re- 
quirements in the railroad list, as I 
hadn’t more than a barrel of money to 
use anyway and wanted to add one good 
industrial to my list. The same method 
was not open to me here. Few indus- 
trial concerns submit such frequent and 
complete reports as do the railroads. 
However, I went through the list, from 
Allis-Chalmers to Wisconsin Central, in 
search of something tangible on which 
to base an opinion. 

I lacked confidence in industrial state- 


ments. Having occasion frequently to 
roughly analyze some of those issued by 
corporations of prominence, I had found 
glaring discrepancies, sometimes run- 
ning into millions of dollars. Upon call- 
ing these to the attention of high officials 
I was assured that it was I who was in 
error; and, although I finally proved 
my case, their future statements were 
not corrected. Query: If these outcrop- 
pings appeared on the surface, what must 
be conditions underground? With no 
fine details to guide me as in the former 
list, I was obliged to resort, in a way, 
to a rather broad method of reasoning. 

“What industrial,” I asked myself, 
“will probably show the quickest and 
greatest response to improved financial 
and commercial conditions ?” 

The question almost answered itself, 
for, next to the crops, is not the most 
important commodity, iron; and does not 
the thought of iron instantly suggest 
steel—United States Steel? 

So I sat down to analyze the situation 
on U. S. Steel common and preferred, 
and as the picture progressed, and the 
detail was added, it began to look like 
another opportunity. 


U. S. STEEL. 


Disregarding the first mortgage bonds, 
which were comparatively inactive, I 
found that the sinking fund bonds, to- 
gether with the preferred and common 
stocks had shown a combined shrinkage 
from the high prices of something like 
450 millions of dollars in market valua- 
tion. This must surely have eliminated 
much of the water. The preferred stock 
was paying its 7 per cent. but was not 
earning it. The price (50) discounted 
a cutting in two of the dividend rate. 

The common stock, selling at 10 hav- 
ing in its long decline from 55, ruined 
or crippled more people than any other 
stock in history, was now in the hands 
of people who could hold it against any 
further decline. 

As most brokerage houses insisted 
ttpon payment for it in full, there was 
little held anywhere, except by those who 
owned it outright. This placed Steel 
common in a comparatively strong posi- 
tion marketwise. 

Tn the first years of its history, the 4 
per cent. dividend had been earned sev- 
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eral times over, and as my chart and com- 
pass showed we were again approaching 
the smooth waters of prosperity, I fig- 
ured that those times of big earnings 
must shortly return. 

I reasoned: the consumption of steel 
in the United States doubles every ten 
years and in a few years, at the present 
rate, U. S. Steel will have an output 
equal to the entire American production 
of steel in 1900. 

Since organization, it has put nearly 
200 million dollars into betterments and 
new plants. The common stockholders 
must eventually get the entire benefit of 
this, as the preferred is limited to 7 per 
cent. ° 

Its manufacturing costs have been 
greatly reduced and new economies are 
constantly being put into practice. From 
every standpoint, it is the controlling 
factor in the trade. After another period 
or two of prosperity, it should, besides 
making enormous appropriations for im- 
provements and additions, pay large divi- 
dends—large enough to warrant the 
stock selling, in time, at $200 or $300 a 
share. For it will have no financing ‘o 
do; surplus earnings will be large enough 
to cover all requirements and build new 
plants as needed. With the cumulative 
earnings of these new plants future 
earnings should be stupendous. 

Therefore, Steel common should be 
bought, paid for in full, put away and 
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never sold! When it returns to a 4 per 
cent. dividend basis, it will net 40 per 
cent. on the present cost—$10 per share. 
When in a few years, it pays 10 per cent., 
the net return will be 100 per cent. every 
year! 

The future possibilities in Steel com- 
mon are greater than Reading or any 
other stock on the list. 

THE RESULTS. 

The list of “Best Buys” then read: 

Reading common at 47 for dividends 
and a rise of fifty points within six 
months. 

Union Pacific common at 88 for in- 
creased dividends and big profits in the 
near future. 

Steel common at 10 for a long pull and 
immense returns, with minimum risk. 

Missouri, Kansas & Texas common at 
16 for a safe little double-your-money 
gamble. 

How well these stocks bore out this 
forecast was shown in the great rise 
which started within a few days and 
ended two years later. 

Reading went on a 4 per cent. basis 
and sold at 164. 

Union Pacific paid 10 per cent. and sold 
at 195%. 

Missouri, Kansas & Texas rose to 
4054. 

Steel common resumed dividends, ad- 
vanced to 50%, and bids fair never to 
go back to its low level. 





nobody would tell if he could. 


buy your head off. 





Random Shots by a Good Marksman 


Cheer up, it may not be true. Anyway, it has been discounted. 

The ticker tells the story before it happens. It never lies, but the inter- 
pretation of what it is saying is the big guess. 

While there is life there is “dope.” Nobody knows, nobody can tell, 


The bears of yesterday are the bulls of tomorrow. The lambs are those 
who prefer to bet on the clowns’ race, rather than watch the main show. 

Never regret a bad trade. Perhaps the experience will pay a hundred- 
fold. Like last winter’s snow, it is gone. It is not the money I lost that I 
regret, it is the better way I could do it now. 

There will always be a market and something good all the time. Don’t 
hen your line is so big you worry, cut it down. It is 
a good servant but a bad master. Keep control of it anyway. 

Take reasonable profits and be sure of them. Nobody ever got poor 
taking them, or rich guessing last fractions. When you have made gc 
money then give the other fellow a chance to make a dollar, too. 

Tell Fs oa friends about your profits, but say nothing to them about your 
losses. ey would be sorry for you and you don’t want them to worry. 
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Where Every One Has His Say 


[We invite our readers to contribute to this department anything that may be of 


interest to other readers, or to ask any 
ment, methods of operating, customs of 


uestions in regard to the science of invest- 
¢ markets, general financial conditions, etc. 


If you disagree with us or with any contributors to this magazine, we will gladly print 
your criticisms (space permitting), and we welcome all rer If you find any- 


thing in our pages that especially appeals 


to you, we shall 


glad to k>ow it, so as to 


get a line on what you want. Never mind the style of your commer.ts—this isn¢ @ 
literary contest—but please write on one side of paper only. If you desire a personal 
to questions, please enclose stamped and self-addressed envelope. Address, THE 


reply 
FORUM. care of Magazine of Wall Street.] 


Stop Orders 


HAVE read with much interest the 
articles by Scribner Browne. I 
would be pleased to know if he 

uses stop orders in his trading, and if so, 
how he reasons in giving a stop order at 
a certain figure after having opened a 
trade.—A. S. 

We have submitted your letter to Mr. 
Scribner Browne, and he comments on 
it as follows: 

“In my personal trading I make but 
little use of stop orders. I devote con- 
siderable attention to money rates and 
the general financial situation—points 
which I do not discuss in my articles in 
the magazine because that is not the pur- 
pose for which the articles are written. 
Consequently, I endeavor to make most 
of my trades on the side where I believe 
I have general conditions in my favor. 
Then, if a trade goes against me even for 
five points or more, I am not at all dis- 
turbed, because the price will come back 

in. 

“Of course, trading in stocks is a side 
issue with me. It is not my regular busi- 
ness and I give no attention to it during 
the day. After work, I take the evening 
paper and go over the market for the day 


pretty carefully and try to form an intel- 
ligent opinion. My trades are small in 
proportion to my capital, so that I am 
not much disturbed if they run against 
me for several points. 

“I do, however, in many cases, take a 
small loss when the market starts against 
me in a way that convinces me I am 
wrong. I do not usually put in any stop 
order in advance, but after looking over 
the day’s market, if I conclude I am 
wrong, I simply give the order to close 
the trade the next morning. 

“For example, referring to the dia- 
gram which appears on page 71 of the 
November issue, I was on the bear side 
of the market during the reaction from 
June 18 to July 16. I expected more 
decline than we got at that time, but the 
action of the market on July 16 con- 
vinced me that my position was danger- 
ous, as prices were low and the sharp in- 
crease in volume on the advance of July 
16, after a period of unusual dullness, 
indicated considerable buying power un- 
der the market. I therefore closed my 
short trades on the morning of the 17th. 

“I was again short early in September, 
but I did not cover on the sharp advance 
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of September 12 because I felt that there 
was no special danger in remaining short 
after an advance covering three months 
and omni | to nearly ten points on 
the average of fifty stocks. 

“During the remainder of the month 
of September the market gave me no 
real bearish indications until September 
30. Nevertheless I remained short be- 
cause I felt that prices were high com- 
pared with general conditions, so that 
even if the decline from September 15 
to September 29 should be recovered, the 
rally would prove to be temporary. 

“There might be conditions when I 
would prefer to put in my stop order in 
advance. For example, if I were trad- 
ing in a stock on which an important 
court decision was likely to come out 
at any moment. I might wish to protect 
myself against a sudden change in the 
market by limiting my loss to two or 
three points. 

“T have no special objection to the use 
of stop orders. It is entirely a question 
of the methods of trading adopted, so 
that stop orders would be a good thing 
for one trader and a bad thing for an- 


other. I do not like the idea, however, 
of placing stop orders just beyond the 
extreme prices reached on a reaction or 
on an advance. There are so many 
traders who follow this plan that stop 
orders are in danger of accumulating at 
these points, so that professional floor 
traders have an inducement to try to 
reach them if possible. 

“For example, turning to the diagram, 
we notice that prices went a little lower 
on July 9 than they had gone on June 21 
and 23; again on the final bulge of Sep- 
tember 12 and 13 prices went only a 
point or so higher than the high point 
reached August 13, August 29 and Sep- 
tember 10. In both these cases, stop or- 
ders just beyond the extreme prices 
would have worked to the disadvantage 
of the trader. 

“On the other hand, if the trader had 
been long on the reaction of September 
18, a stop order just below that point 
might have saved him considerable 
money, as what appeared to be nothing 
but a reaction finally turned into a con- 
siderable decline.” 





Figure 





Charts 








I SHOULD appreciate it if you can 
advise me which kind of averages I 
should use for a figure chart, viz.: 
Dow-Jones’ Averages, Times’ Averages 
(25 railroads), Times’ Averages (25 in- 
dustrials), or Times’ Averages (rail- 
roads and industrials combined). Also 
as to what basis on which to change 
decimals of a point into a full point in 
figure charts. 

As I am interested in active day-to- 
day trading, I should be glad to have 
you advise me as to what kind (I mean 
how many points) of figure charts I 
should use for detecting coming rallies 
and reactions—I mean those covering 
several days. 

Have you any figure charts of Union 
Pacific, Steel common or Reading cover- 
ing the last several months? If so, I 


shall be glad to know the price.—M. L. 

We recommend that you use the New 
York Times’ averages of fifty railroads 
and industrials combined in compiling a 
figure chart to show the broad move- 
ments of the market. Probably the Dow- 
Jones’ averages would be nearly as good, 
but to get a general view of the situation 
you would need to keep two charts, one 
of the twenty-five rails and the other of 
the twelve industrials. It is more con- 
venient to keep one chart only and we 
doubt if there is any real advantage in 
keeping up the two charts separately. 
Also, the Times gives the high and low 
points daily, as well as the close. 

You set down in your figure chart 
the full point as soon as it is reached by 
the price movement and then ignore 
decimals until another full point is 
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reached either above or below the full 
point previously set down. 

The easiest way to make this clear is 
to take an example: Starting with Oc- 
tober 1, the average of twenty rails was 


Gn nic obianhuke 4aees wasenas 107.42, 
a decline followed to.......... 102.95, 
then Up £0.....ccccccscccccces 105.42, 
CE Soc cheb vended edie 101.87, 
UP 00 wcccccccccccccccccccccs 104.15. 


In your figure chart you would set 
down 107 as soon as the averages 
reached that full figure in their decline. 
You would continue the figure chart as 
follows: 


107 

106 

105 105 

104 104 104 104 
103 103 103 


102 


For active day-to-day trading, you 
would have to keep one-half point figure 
charts in order to get any help and we 
have our doubts whether they would 
prove of very much value even then. 
This, however, depends on the skill of 
the trader in interpreting such charts. 
One who has kept them for a long time 
and has become accustomed to studying 
the market from that point of view may 
find them of value where the novice 
would not be able to see anything of use 
to him. 

It is impossible to lay down any gen- 
eral rules on a matter of this kind. Suc- 
cess depends on the individual. 

We have one-point figure charts of 
Union, Steel and Reading and could 
make up for you charts on these three 
stocks covering the last two years for 
$5, if desired. 








Importance of the Money Factor 








OME of my friends, I believe, are 
giving too much consideration to 
future outlook as influenced by 

earnings, dividends, etc. Is not the one 
fundamental, money, the really important 
factor to watch? And, is it not a fact 
also that money is very cheap just now 
and quite plentiful, and are there not 
great possibilities for more abundant 
supply of working capital in the ultimate 
passage of the new currency measure? 
These factors, in my opinion, over- 
shadow all others in influence over the 
immediate movement of the market. 
That lessening earnings and reduced div- 
idends will eventually cause a further re- 
cession of prices below those earlier es- 
tablished during the present year is also 
a possibility. Time will be required for 
these things to work out. All students 
agree that the railroads and the great in- 
dustrials are even today staggering under 
the almost impossible burden of over- 
capitalization—the original sin of Amer- 
ican finance. But many an “old hoss” 


that looked as though the next step would 
be his last has lived to pull many a stiff 
load, and so it may be with our railroads 
and steel trusts.—T. L. S. 

Money is one of the most important 
factors to watch. Admitting that some 
people have plenty of it, they will not 
invest it until they have confidence in 
the future, which means in the adminis- 
tration and the outcome of the tariff re- 
duction and all the other things which 
business men and investors watch when 
they are considering the placing of in- 
vestments. 

The new Currency Bill is an uncer- 
tainty. Authorities differ as to the ef- 
fect of the tremendous readjustment in 
banking conditions which will take place 
if the bill does pass in its present form. 
When doctors disagree, where is the lay- 
man at? There will certainly come a 
time when easy money plus confidence 
will bring investment demand, but no 
one knows what may hapne- in the 
meantime 
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Certified Checks of Failed Bank. 


What is the legal status of a certified 
check when the bank failed? Has it any 
a before other liabilities and how? 


We referred this question to the Secretary 
of the American Bankers Association and 
he replied as follows: 

“While consideration must be given to the 
original conditions under which the certi- 
fied check has been issued, as a general rule 
the certified check is used for ordinary pay- 
ments and if the bank should fail, the holder 
of the certified check will take his place 
with the depositors of the bank and would 
not have any preference. 

“If the holder of a check presents it for 
certification instead of payment, he bears 
the liability in case the bank fails, but if 
the maker has it certified before sending 
it to the holder, the holder of the check has 
segouree on the maker in case the bank 
ails. 

“Please understand that these are not the 
opinions of a lawyer, but are based upon 
practical banking usage.” 





Certified Checks Not Always Good. 


A well-defined rule of law which is not 
generally known is that a certified check 
which has been raised is not a binding ob- 
ligation of the certifying bank. Those who 
are in the habit of accepting a certified 
check without question except as to the 
genuineness of the certification should be 
just as particular about the responsibility 
of the party to whom they pay the money 
as they would be if the check were not 
certified. 

Just recently A gave B a check for $100. 
B raised it to $1,000, had it certified by C, 
the bank on which it was drawn, and de- 
posited it with D, a stock broker, as a mar- 
gin account. D deposited it with E (a 
clearinghouse bank), and E ——- it 
for payment to C (a non-clearinghouse 
bank, whose certification it bore). C re- 
fused to pay on the ground that the check 
was ad» Mey even though it had certified 
it. E then charged it up to D, and as D’s 
customer has disappeared D finds himself 
in the possession of a check for $1,000, 
ey certified by the bank on which it 
s drawn, but utterly worthless. 

The moral of this transaction is, do not 
take for granted that the certified check is 
good simply because of its certification, but 
know who gets the money and know his 
responsibility. 





Consols — Lost Certificates — Defaulting 
Municipalities. 

(1) Does the purchaser of British Consols 
receive any certificate of same? Does the 
British Government retire any Consols? 

(2) In the event of Unregistered Bonds 
being lost, can duplicates be obtained? 

(3) Is_ there any published list of the 
names of Municipalities in North America 


which have defaulted in interest or principal 
during the last twenty years?—T. P. 

(1) The buyer of British Consols does 
not usually receive a formal certificate. All 
Consols are registered on the books of the 
Bank of England, which pays the interest, 
and what the purchaser receives amounts to 
a book credit with the bank. However, he 
can get a certificate if he desires by paying 
a small fee for the extra work. The British 
Government retires Consols from time to 
time by purchase in the open market. These 
are bought for the Sinking Funds. 

(2) When a bond is lost a new one can 
be obtained from the corporation issuing it 
by filing a bond of indemnity protecting the 
corporation in the event of presentation (at 
some future time) of the security lost by 
the owner. 

(3) We have never heard of any list of 
municipalities which have defaulted their 
obligations. There is, however, a book en- 
titled “Municipal Bonds Held Void,” pub- 
lished in 1911, price $2.58 postpaid, which 
lists those issues which the courts have, for 
various reasons, decided to be void through 
illegality. 

Coppers—General Motors. 

I have been interested in Mr. Wyckoff's 
article, in the January, 1914, number of your 
interesting magazine. As one of your con- 
stant readers, permit me to ask a few ques- 
tions: 

(1) Why is the cost of producing copper 
by the Utah Copper Co. given at 7% cents 
in that article when it is put at 8.187 in your 
“Mining Stocks Investment Digest?” 

(2) Which, in your opinion, is the best 
purchase at current prices, Utah or Chino, 
and why? 

(3) Why is Utah quoted in your “Bargain 
Indicator” and neither Chino nor Ray Con.? 

(4) What, in your opinion, is the cause 
of General Motors maintaining a quotation 
of 36 or so, with company earning 38.8% 
in the last fiscal year?—L. D. 

(1) The cost of 7% cents for Utah 
Copper’s output is estimated over the entire 
life of the mine. The “Investment Digest” 

ives the cost for the quarter ending 
ge tember 30, 1913 (only) as 8.187. 

2) It is difficult to choose between these 
two. Would suggest that you divide your 
funds between Chino and Utah. _ 

(3) Chino and Ray have not been included 
in our “Bargain Indicator” because earnings 
on them are available for only a year or two, 
and their —— capacity can hardly be 
considered as fu y settled. However, we 
will include them hereafter. 

(4) General Motors sells at a very low 
price considering its earnings, owing to the 
uncertainty of the automobile business, 
which is such a new indus that it has 
not fully demonstrated how well it can stand 
a period of depression. 


Income Tax. 
I have just read an article in your last 
magazine entitled the “Income Tax Law.’ 
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THE FORUM. 


1 find it fails to answer one question that 
is in oy mind and perhaps others would 
like light on this point, viz: In regard 
to paper profits or losses in margin ac- 
counts, should the profits not taken be added 
to income and losses not taken be de- 
ducted? For instance, if I have taken actual 
profits of $3,000 on a margin account and 
on January 1, 1914, I have a paper loss of 
$1,000 would my income tax be figured on 
$2,000 or $3,000?—F |S. 

The government has not issued any ruling 
in regard to the exact point you raise. It 
is the undoubted intention of the Income 
Tax Law to cover all net profits, no matter 
from what source they may have been 
derived. To accomplish that it would be 
necessary to add to your annual income cash 
profits made in the market and to deduct 
from your income actual losses in the mar- 
ket. We do not think that this would ordi- 
narily cover a paper loss, as in that case 
the transaction has not been completed. In 
regard to real estate the rule is: 

“Estimated advance in value of real es- 
tate is not required to be reported as in- 
come, unless the increased value is taken 
up on the books of the individuals as an 
increase of assets.” 

Apparently the same rule would apply to 
the deduction of losses in real estate, and to 
profits or losses on stocks or bonds. 





Seasonal Variations. 


Was much interested in Mr. Selden’s ar- 
ticle in the December number on “Estimat- 
ing Future Business Conditions” and would 
be glad to know something as to his method 
used in adjusting the interest rate of prime 
one paper to a non-seasonal basis. 

You will find the general method of cor- 
recting statistics to eliminate seasonal 
deviations explained on pages 128 and 129 
of Mr. Selden’s book entitled “Investing 
for Profit,” the price of which is $1.06 
postpaid. 

The exact figures are there given for 
seasonal deviations on deposits and loans, 
but the method, which is simple, can be ap- 
plied to almost any statistics. 

You will find, however, that it is often 
necessary to use some degree of judgment 
in calculating your seasonal deviations. 
For example, conditions in the year 1907 
were exceptional and might never occur 
again in the same way. This affects certain 
kinds of statistics so that in making up a 
table of seasonal corrections it might be 
better to eliminate the year 1907. 

Ordinarily in making up such a table to 
be applied to current figures as they come 
out it is best to base your calculations so 
far as possible upon years which do not 
present any highly abnormal characteristics. 
In certain directions the year 1906 was ab- 
normal, especially as regards money rates. 

In other words, it is impossible to give 
anybody explicit instructions for seasonal 
variations on all classes of statistics. The 
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best that can be done is to suggest the 
general method to be employed. 





Prospects for Allis-Chalmers. 

J. K.—Regarding Allis-Chalmers, I pre- 
sume that you have exchanged your Full 
Paid Certificates for the new stock of the 
Allis-Chalmers Manufacturing Co., which is 
the newly reorganized corporation. The 
reorganization had two objects—first, to get 
rid of a lot of undesirable people in the 
management, and, second, to increase the 
company’s working capital. Since reorgan- 
ization, the new management has closed up 
a number of unnecessary plants and so con- 
solidated operations that much expense has 
been saved and carrying charges greatly re- 
duced. You will remember that there were 
certain interests in the company who fought 
the reorganization, claiming that it was a 
scheme to squeeze them out as well as many 
small stockholders. It was this long fight 
which resulted in such extensive liquidation, 
even though the assessments had been paid, 
and which accounted for the sales of stock 
at below the amount of the assessment. 

Now that these interests are out and the 
company has been supplied with $11,000,000 
new working capital, it is in a position to 
make a very much -better showing, were 
business conditions such as to make this 
possible. However, the president of the 
company stated, in a recent interview, that 
conditions were not good and he did not 
expect very much business for the next sev- 
eral months. The outlook favors more or 
less business depression in 1914, but 
probably Allis-Chalmers has thoroughly 
liquidated. 

Under the reorganization plan there are 
no bonds and no fixed charges, the preferred 
stock being cumulative at the rate of 5% 
from January 1, 1913, 6% from 1915 and 7% 
from 1917. It is likely that the preferred 
may pay a dividend within two or three 
years. The company is in better shape than 
ever before and should profit by its im- 
proved management, increased working cap- 
ital (with which it has never been properly 
supplied until now) and the unification of 
its plants by which a lot of deadwood is cut 
out. Although some of its departments 
have been unsuccessful, the company makes 
so many different kinds of goods, from elec- 
tric lamps to the heaviest kind of steel and 
electric machinery, that it can go forward 
in these lines with promise of satisfactory 
results. 





From “Kiver to Kiver.” 

I have every number of The Ticker and 
The Magazine of Wall Street beginning 
with No. 1 of Vol. I down to and including 
No. 2, Vol. XIII, and have read every one 
of them from “kiver to kiver,” and ever 
number improves on the previous one. Tell 
Mr. Selden I think it would not be a bad 
idea if he could see his way clear to carry 
some of his recent charts from month to 
month in the magazine. Glad to see that 
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you are making a success. Your magazine 
has done a world of good.—C. C 





Limited Scale with “Trend Letter.” 


I would like your opinion as to the fol- 
lowing method of operating on the advice 
given by your Trend Letter: 

Suppose instead of buying the full amount 
of Steel common when you advise buying, 
I were to buy one-third of my line at 56 
and place orders to buy another third at 55 
and the last third at 54. Or, in case the 
market advances, buy the second one-third 
at 56% and the third lot at 57. Then keep 
stop order three points away from the aver- 
age price of the entire amount bought, rais- 
ing it to prevent loss after the market has 
had three points advance.—B. J. 

If you follow the lines which you have 
laid down, three things can happen: First, 
you will buy at 56, 55 and 54 with an average 
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of 55 and a stop at 53; or you will buy at 
56, 55 and 56%, giving you an average of 
5.83 and a stop at, say, 53; or you will bu 
at 56, 56% and 57, with an average at 561, 
and a stop at 53%. 

In the long run, I believe you would aver- 
age to pay a higher price if you followed 
this method than if you bought at the mar- 
ket when we opened a campaign. You 
might examine the records of past results 
and see how you would have come out, but 
this would be no evidence as to the future. 





Important Point on Trust Dissolution. 

James B. Dill built a number of trusts 
which are now facing government prosecu- 
tion. In view of this, should not the pend- 
ing suits be known as Dill pickles?—T. P. 

This column aims to cultivate foresight, 
not Heinzsight. 





Readers frequently ask to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 





you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 
our own funds, but of course can take no further responsibility. 
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The Market Outlook 


Some of the Factors Beneath the Surface of 
Current Events 
By G. C. SELDEN 








HE opening of the new year has 
brought a rapid accumulation of 
liquid capital in New York, as 

shown by the sharp rise in the line repre- 
senting excess deposits on the diagram 
accompanying this department. Surplus 
reserves also show the same tendency. 

The increase in excess deposits is de- 
cidedly above the normal for this season 
of the year. It will be remembered that 
the line on the diagram is corrected to 
eliminate seasonal deviations, so that the 
sharp increase as there shown means a 
genuine accumulation and not merely the 
natural plethora customary in the month 
of January. 

The result has been an important low- 
ering of interest rates. Prime commer- 
cial paper is down to 4% per cent. at 
New York, which compares with the 6 
per cent. rate near which it clung tena- 
ciously for more than six months. 

- * . 


A SIMILAR condition is visible 

abroad. Both the Bank of Ger- 
many and the Bank of England have re- 
duced their official discount rates, and 
further reductions are probable very 
soon. The Paris rate has not yet come 
down. Paris has felt the weight of Bal- 
kan financing more heavily than any 
other great financial center ; also the post- 
ponement of the big French loan has had 
a depressing effect on sentiment there. 

All this, of course, comes as no sur- 
prise to the readers of this magazine, as 
these developments were predicted sev- 
eral months ago, when both bonds and 
stocks were close to bottom prices. 

We have had the advance in prices 
which was reasonably to be expected as 
a result of an accumulation of liquid cap- 
ital in the banks. Bonds, after bumping 
along the bottom for a while, have taken 
a new lease of life, and have since Janu- 
ary 1 shown more strength and decidedly 
greater activity, with buying by a shrewd 


and wealthy class of investors and insti- 
tutions. 

Stocks have rallied rather vigorously. 
Union Pacific gained more than 20 points 
from its low price of 1913, Reading 20 
points, Steel common some 15 points, and 
so on. On the other hand, the stocks of 
some of the weaker companies have actu- 
ally declined, and still others have re- 
mained nearly stationary in price. Con- 
sequently the averages show but a mod- 
erate advance. 

We have now to consider what the 
next move will be, in the natural develop- 
ment of the situation. 

* * * 


LOOKING at the matter from the 
broadest viewpoint, I am confident 
that the corner was turned in 1913, that 
the general period of liquidation in se- 
curity markets is over, and that con- 
structive influences are now at work. 

General business undoubtedly still has 
months of dullness ahead of it. No one 
can predict with any certainty just how 
soon a genuine revival will come. That 
will depend on the crops of 1914, on po- 
litical factors and the course of public 
sentiment, which even the most astute 
cannot venture to forecast with any high 
degree of accuracy. 

But no one of these unknown factors, 
nor even all of them combined, are as 
powerful as this fundamental considera- 
tion : Is the world now accumulating cap- 
ital, or is it continuing to dissipate its 
capital? And I see only one way to an- 
swer that question: Accumulation has 
begun. 

This is evidenced by business liquida- 
tion, releasing money, which gradually 
percolates into securities; by falling in- 
terest rates, which measure the piling up 
of money in the banks, and by falling 
commodity prices, lessening the amount 
of capital tied up in property of every 
kind outside the security markets. 
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BU it seems to me useless to hope 

for any such rapid recovery as oc- 
curred in 1908 or in 1904. For one rea- 
son, we have had in this country no such 
panic in security markets as took place 
in the above years. Prices of stocks 
start from a relatively higher plane. 
Bonds, it is true, have had a prolonged 
decline, but no sharp and sudden depres- 
sion. The law of action and reaction is 
very noticeable in security markets. The 
decline was not so sharp, consequently 
the rebound will be less rapid. 

Again, the exhaustion of capital has 
been more general and widespread than 
in those years. In 1904 the panic was 
practically confined to this country— 
Europe suffered scarcely at all. In 1907 
there was a world-wide money string- 
ency, but it was of short duration. But 
in 1913 actual money stringency was not 
the most important feature of the situa- 
tion—it was the actual destruction, 
throughout a period of years, of billions 
of wealth in wars, in gigantic naval ex- 
penditures, in armaments beyond any- 
thing known to previous history, in in- 
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creases of standing armies; also in the 
building of vast public works by nations, 
States, counties, municipalities, necessi- 
tating vast borrowing and burdensome 
increases in taxes; and still further in 
the extravagance of the public, as com 
pared with former years—for extrava- 
gance must always be a comparative 
term. 

All this waste and destruction will be 
repaired and rebuilt in due tine, sad 
very much more quickly than would have 
been possible before the era of modern 
highly efficient machinery, which has 
multiplied the product of human labor. 
But even at that, the burden laid upon 
the backs of the workers of the world, 
who must always re-create what has 
been so recklessly destroyed, is a very 
heavy one. No wave of optimism, ne 
magic wand of more “cheerful senti- 
ment,” no buoyant interview with Judge 
Gary or good intentions of President 
Wilson will work the transformation. 
Nothing will restore our “prosperity” 
but the patient labor of the people. 


Norz.—The above graphic shows (in millions of dollars) the general course of the excess deposits and 
surplus reserves, of New York clearinghouse banks (leaving out the trust companies), and the broad movements 
of standard railway stocks from 1902 to date. The line for excess deposis has been adjusted to a non-seasonal 

Ss. ¢ lines for surplus reserves and for the stock market are not thus modifi The « zero line 
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e principles on which the graphic is based and the exact meth f constructing it are fully explained 
" Siders book entitled “Investing for Profit.” (See edvertiooment. elsewhere.) 7 ‘= 
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WE have to remember, too, that the 
industries of the United States 
are now to operate under new Govern- 
ment policies. The new tariff may prove 
in the long run beneficial to the country ; 
but at present some business men doubt 
it, and those men will be inclined to move 
slowly. 

The new Currency Law is undoubted- 
ly a step in advance; but there will be 
complications about setting it in motion, 
and some amendments may be found 
necessary. This also will tend to retard 
our immediate progress. 

The effort to break up the big indus- 
trial combinations may or may not be to 
our ultimate advantage ; but it can hard- 
ly fail to introduce elements of tempo- 
rary uncertainty. 

No one doubts President Wilson’s sin- 
cere and patriotic effort to do for the 
country what he believes needs to be 
done, and it is to be hoped that business 
men will assume an equally patriotic at- 
titude in endeavoring to adapt themselves 
to the new conditions. But no man can 
be expected to embark upon an enter- 
prise which he fears may result in loss. 
Business men must feel assured of safety 
before they are asked to go ahead under 
full steam. 

. ~~ ~*~ 

FOR these reasons I feel that buyers of 

securities should exercise some de- 
gree of caution about following up the 
advances in the market. The soundness 
of fundamental financial conditions war- 
rants purchases of the best grade of 
stocks and bonds on declines, but it does 
not seem to me that the situation is as 
yet favorable enough to make it wise to 
buy on advances. 

Big new financing is overhanging the 
market, both in this country and abroad. 
Increased armaments and longer military 
service abroad entail a permanent charge 
on industry, which can only be met by 
heavier taxes and greater borrowing. 
On this side the railroads are hungrily 
waiting for the first moment when they 
can borrow at reasonable rates for the 
extensive improvements demanded by 
the public. 

Under such conditions new issues of 
securities must to a considerable degree 


absorb capital that would otherwise go 
into existing stocks and bonds. Hence 
the upward movement of the general 
market will be slow and interrupted by 
considerable reactions. 

* * * 


T should be borne in mind that there 
is an important difference between a 
fund of idle money in the banks and 
an abundance of capital for permanent 
investment. The first precedes the sec- 
ond, often by many months. 

Idle money in the banks will give us 
low interest rates in Wall Street and low 
rates on prime commercial paper. It will 
afford a moderate amount of support to 
the market for bonds and stocks. But 
it cannot give us rapidly advancing prices 
for securities until the owners of that idle 
money get ready to put it to work—and 
that they will not do until they are satis- 
fied of profitable results. 

I believe, therefore, that this is a time 
for “conservatism” on the advances but 
for courage on any considerable decline. 

* * * 


GOOD deal of discrimination, also, 
should be used in the selection of 
securities for purchase. That is always 
necessary, certainly, but even more neces- 
sary now than usual. 

When the real improvement in busi- 
ness conditions sets in, the weak stocks 
will advance much more in proportion to 
their price than the high-grade stocks. 
They have been selling at low prices 
because of doubt as to the prospects of 
the companies they represent, or doubt as 
to continuation of dividends. When 
these doubts are removed they will ad- 
vance rapidly. 

But I don’t believe the time has yet 
arrived for the purchase of securities 
whose position is doubtful. We can’t as 
yet see our way into the future quite far 
enough or clearly enough. The stocks to 
buy now are those on which the balance 
for dividends is large enough to assure 
their continuance even during a year or 
two of comparative business depression. 
The depression may prove to be much 
shorter than that, but for my part I pre- 
fer to keep on the safe side by picking my 
stocks carefully. 











The Situation Summarized 





[While an attempt is here made to divide the important factors into favorable and unfavor- 


able, this classification is for convenience only. 


It should be fully recognized that the same 


factor may have a bullish effect in one direction and bearish in another, or may be bullish in 
its immediate influence, but containing dangerous possibilities for the future. Also, it would 
be impossible to strike a balance in this way, as one bullish factor might be so important as 
to outweigh all bearish considerations, or vice versa.] 


Favorable 


T= new Currency Law seems to be well 
received, and will apparanetly permit 

a gradual expansion of credit. There 
may be elements of danger in the large 
discretion granted to the Federal reserve 
board, but even if so, these are not likely to 
develop during 1914. 


Money rates in Wall Street now very 
easy, for both call and time. This is in part 
due to the season of the year, but not en- 
tirely. Improved conditions are shown. 


Commercial paper rate now down to a 
much more reasonable basis, so that it need 
no longer act as a handicap to business 
expansion. 


Bank of England discount rate reduced. 
German rate was reduced last month. 


British consols have rallied rather sharply. 
This is an important indication of foreign 
conditions, as consols have heretofore been 
= or of all the principal government 

onds. 


Bond market here is showing a much 
better tone, with moderately higher prices 
and considerable increase in activity. In- 
quiry is from good sources. 


New financing during 1913 in America 
was $607,000,000 below fo12. This shows a 
relaxation of the strain on capital. On the 
other hand, it shows that the relatively high 
money rates checked industrial expansion. 


Bank clearings outside New York in De- 
cember were 2 per cent. better than Decem- 
ber, 1912, in spite of all the talk about dull- 
ness. This is somewhat less than a normal 
growth, however. 


The trust question is believed by some to 
be on the way to settlement without serious 
friction. Peaceful arrangement between 
Government and the Telephone Co. heiped 
sentiment. President Wilson’s message was 
couched in a moderate tone. 


Unemployment not quite so great now as 
it was during the holiday season. Some of 
the pig companies recalling employees to 
work, 


Unfavorable 


ALU during 1913 attest the un- 
eg of business generally. 
otal liabilities were $272,672.00 
against $203,177,000 in 1912, and were the 
largest since 1893. 


Building operations were also at a low 
ebb. Total for 20 cities $498,135,000 against 
$554,209,000 in 1912. High record was 1909 
—$506,385,000. 


Railroad business much depressed. Idle 
car surplus very heavy at 188,850, in spite 
of the fact that roads have recently bought 
but few cars. Gross earnings for December 
were 7 per cent. below 1912, and heavy de- 
creases in net are general. This is one of 
the darkest spots in the situation. 


Interstate Commerce Commission has re- 
quested further and more specific informa- 
tion from Eastern roads before deciding 
question of 5 per cent. increase in rates. 
Means further delay. 


Unfilled orders of the U. S. Steel Cor- 
poration continue to fall off. Earnings 
statements for last and present quarters 
likely to be poor. 


Copper statement for December was bear- 
ish—increase of 43,500,000 Ibs. in stocks on 
hand and decrease in domestic consumption 
of 26,726,000. Price of the metal has been 
heavy. However, total stocks on hand are 
very low compared with previous years. 


Gold exports to Paris can easily be spared 
now. The movement will not be really in- 
jurious to our money position unless it be- 
comes much heavier than now expected. 


Court decision against New Haven con- 
vertible bond issue throws another snag in 
the way of this much-troubled corporation. 
Financing will probably be arranged in form 
of notes. 


Mexican situation still contains possi- 
bilities of serious trouble for us. 


Number of unemployed in New York 
State for year ending September 30 last was 
megeet since 1893, with the exception of 
1908. 
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